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Metalworking Capital Appropriations: Monthly Survey of Business Opinion 
A New Survey and Experience 


The future course of capital outlays for plant and 
equipment by industries that account for 40% of all 
manufacturing is an important area for research. 
This new survey, conducted with the financial aid of 
Iron Age, in a way represents an extension of the 
broader survey of all manufacturing concerns upon 
which the Board has been engaged over the past 
SEVEN YEANSiors te orc loie ie) 6 mcroisi es 6 ....-page 505 


Capital Appropriations: 
The Turning Point? 


This tenth quarterly survey reports a sharp lessening 
of decline in capital appropriations, particularly in 
the durable goods field. It also reveals that ap- 
propriation backlog rates are the same or higher 
than a year ago. The current report tends to bear 
out projections made in earlier reports. .page 515 


Executives Report Business on the Comeback in'59— 
The Board's latest survey on the business outlook 
reveals that most of the 189 participating manu- 
facturing companies expect improvement in first- 
half-1959 business prospects over 1958 levels. 
Estimates are based on expected new orders, 
dollar billings, production, profits, capital expendi- 
tures, inventory levels, ond pretax earnings. 
Summary report on.....+-+-+.+-2-- page 534 
Reporis by industry on.............page 561 


Food Consumption and Income Changes 


As income increases does ihe percentage spent for 
food tend to decrease? In the past 45 years, rela- 
tive food expenditures in the United States have 
declined only modestly in the face of a fairly sub- 
stantial income rise. Factors bearing upon this 
situation are examined. One unexpected finding 
is that food expenditures have taken a constant 


rather than a diminishing portion of each additional 
dollar of incomés «« 20+ «sd ose + page Jov7, 


Unemployment, Capacity, and Technical Problems in 


the Pace of Recovery Surveying Consumer Buying Plans 
“Experience has been far from uniform from industry Problems, methods and validity of telephone 
to industry, a fact that has doubtless contributed to sampling to ascertain the buying plans of con- 
the variety of business opinion about the pace of the sumers nationally are presented interestingly, au- 
recovery.” Generally, three indicators, ‘‘business thoritatively and in detail by J. Stevens Stock, a 
spending for plant and equipment, the rate of leading theorist in the field of prediction by the 
capacity utilization, and employment in industry sampling method. This article is pertinent to the new 
have all yet to regain their prerecession levels” < survey of consumer buying plans officially launched 
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Metalworking Capital Appropriations: A New Survey 


key and volatile sector of the economy. These 

industries accounted for 48% of the expenditures 
made by all manufacturers for plant and equipment, 
and 47% of all productive manufacturing employment.! 
Trends in the metalworking sector have a significant 
impact throughout the economy. 

The future course of capital outlays by these metal- 
working companies thus becomes an important area for 
research. In particular, changes in capital spending for 
each of the individual industries comprising metalwork- 
ing are of direct interest for specific marketing and 
business analysis. 

Metalworking is defined in the present study to 
include the following major industrial classifications: 


[= METALWORKING industries comprise a 


Metal furniture 

Primary metals 

Fabricated metal products 
Machinery (except electrical) 
Electrical machinery and equipment 
Transportation equipment 
Instruments, etc. 


Excluded from the present survey are the metalworking 
industries in ordnance, for reasons of national security; 
also miscellaneous metal manufacturing industries, since 
they represent only a small fraction of the total and 
typically include only the smaller companies for which 
capital budgets are lacking. 


CAPITAL APPROPRIATIONS APPROACH 


Metalworking, as defined in this study, thus includes 
the preponderant part of the durables manufacturing 
industries. The evidence over many decades suggests 
that the durable goods manufacturing industries repre- 
sent the most volatile sector of the economy. Intensive 
research in this group should bring a greater under- 
standing of the forces making for important cyclical 
changes in the economy. ve 

The capital appropriations approach to the critical 
capital spending sector of the economy, as developed by 
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Tue CONFERENCE Boarp, has received wide recogni- 
tion. Users of these materials, previously presented in 
broad industry categories for the largest 1,000 manu- 
facturing companies, have been able to analyze the 
prospective trends in capital spending. 

The capital appropriation is now recognized as an 
important foreshadowing indicator in the capital goods 
field. It represents the company’s basic decision to 
spend. It is approved at the top management level, 
typically by the board of directors, the executive com- 
mittee, or the chief executive officer. It is an objective 
fact and is recorded. In approving a capital appropria- 
tion, top management decides to spend so much for each 
spending project. While the capital appropriation re- 
ports are historical, and collected after the quarter is 
over, their importance lies in the information they shed 
on the future trend of capital spending.? 


THE ESTABLISHMENT AS A UNIT 


This new survey of capital appropriations in the 
metalworking industries is conducted with the financial 
sponsorship of Iron Age magazine. It represents an ex- 
tension of the broader appropriations survey for all 
large manufacturing concerns conducted with the finan- 
cial sponsorship of Newsweek magazine. The present 
survey, analyzed in this report, is concerned with the 
quarterly trend of capital appropriations in thirty-six 
metalworking industries. It in a sense now collects data 
on appropriations vertically—within a given industrial 
sector—as compared with the parent series which deals 
with horizontal trends; %.e., among major industrial 
groups. 

Capital appropriations here are reported by compa- 
nies on a divisional or establishment basis as compared 
with company data in the earlier series. The survey has 
been initiated among 1,027 metalworking companies 
which have at least one plant with 500 employees. These 

1 These comparisons are based upon the 1954 Census of Manufac- 
tures. See “Basic Marketing Data on Metalworking,” The Iron Age, 
1957 ‘ 


2 For the basic rationale of the capital appropriations approach, see 
The Business Record, October, 1956 
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companies have plants in 1,392 individual industry 
classifications. Industry classification is based upon the 
1957 Standard Industrial Classification (SIC) manual of 
the United States Government. 


PROBLEMS OF INDUSTRIAL CLASSIFICATION 


Business analysis has hitherto been confined for the 
most part to broad industry classifications. This means 
that the large diversified company is classified in the 
industry which is represented by the most important 
product. Nonmanufacturing activities, if they are 
minor, are also included in the manufacturing sector and 
vice versa. The present survey thus represents a pioneer- 
ing effort to deepen the data for the important plant and 
equipment area by studying specific industry detail. 

The mixtures that result from classifying a company 
by broad industry groups can be seen from special 
analyses prepared from the 1954 Census of Manufac- 
tures,? as well as from the data gathered by the present 
metalworking appropriation survey. 


SPENDING AND EMPLOYMENT BY ESTABLISHMENT 


Separate information is available for thirty-two 
metalworking industries from the 1954 Census. This 
shows that 79% of the capital expenditures in 1954 was 
made in establishments primarily engaged in these 
individual metalworking industries. In other words, 
over a fifth of the spending attributed to these specific 
industries was made by firms not primarily engaged in 
these individual industries. For example, only 47% of 
the capital expenditures made in 1954 in establishments 
producing engines and turbines could be attributed to 


Percentage Accounted for by Establishments 
Primarily Engaged in Individual Metalworking Industry 


Capital 
Expenditures Employment 
DOT LOOToimevenar etch ote evens. coe tace tots i ceet oaks tiers 6 if 
telat US, Suri Geko Ameo tas ae Oe eater a 10 13 
TUET ADE Sics, Sao SPT Oe ORE OR Meee 4 6 
GO=OO Re tarn ran. Se wd were cei oae hare te 4 1 
DOROO Fer sc keingst ners sats wi Ohte as tho tee wae Te 3 4 
MO MO eaters raaysy sacar sexes ous aichol ss Sie maieais setae 3 1 
OOO erersre eticisicie eters laces, sree ayes teeueveneeee Q 0 
Total number of metalworking industries. . . 82 82 


firms primarily producing engines and turbines. The 
remaining 53% of capital spending in establishments 
producing engines and turbines was made by firms not 
primarily engaged in such activity. The range of the 
ratios of 1954 capital expenditures made in establish- 
ments primarily engaged in these thirty-two individual 
metalworking industries is shown in the table above. 

Of employment in 1954, some 85% was accounted for 

1“Standard Industrial Classification Manual,” Bureau of the 
Budget, 1957 


“United States Censuses of Business, Manufactures, and Mineral 
Industries: 1954, Bulletin CS-1, Company Statistics,” United States 
Bureau of the Census, 1958 


by establishments of companies primarily engaged in 
these specific metalworking industries. The distribution 
of the percentages for employment, comparable to those 
for capital expenditures previously discussed, is also 
shown in the table. 

These Census data suggest the irregularities of any 
industrial classification based upon broad industry 
groups in which a highly diversified company is placed 
in only one group on the basis of its preponderant 
product.! Since the classification of appropriations by 
“cleaner” industrial sectors represents a major con- 
tribution of this study, further analysis of this problem, 
as well as some of the working tools, is required. 


TWO DIGITS AND THREE DIGITS 


Manufacturing industry can be classified by the so- 
called two-digit industry codes of the Standard Indus- 
trial Classification. 'These are the familiar primary 
metals (SIC-33), electrical machinery (36), transporta- 
tion equipment (37), etc. A company can be classified in 
these two-digit groups even though an important, but 
not preponderant part, of its activities is outside the 
scope of this industry. For example, an automobile com- 
pany (37) can own a steel foundry (33). In a two-digit 
classification the operations and activities, such as 
capital appropriations relating to this steel foundry, 
would be attributed to the transportation equipment 
industry. 

It is preferable, therefore, to separate and classify a 
company’s activities into the so-called three-digit classi- 
fications of the Standard Industrial Classification Man- 
ual. For example, the nonelectrical machinery industry 
(35) consists of engines and turbines (351), farm ma- 
chinery (352), construction and mining machinery 
(353), office machines (357), etc. In a three-digit classi- 
fication, the activities of each of these individual indus- 
tries are classified more precisely. The steel foundry of 
the automobile company would then be grouped with 
other steel foundries. The resulting automobile industry 


1 Further data relating to this problem are available from the 1956 
Survey of Manufactures. A comparison between the capital expendi- 
tures classified by establishment and the Commerce-SEC data which 
are classified by company is as follows: 


PLANT AND EQUIPMENT SPENDING BY DURABLES MANUFACTURING, 1956 
Millions of dollars 


Census 

Divided by 

Commerce- Commerce- 
Industry Census SEC SEC 
Stone, clay and gloss.j.1.. con ecmmace cone 762 686 1.11 
Primary ‘metals cise ccc bpteishes ceieteid sete e ots 1,687 1,680 1.00 
Nonelectrical machinery. ..........22e00+ 912 1,078 0.85 
Electrical machinery sty. dic beciivte viwttines A95 603 0.82 
Transportation equipment...........2000 1,498 2,129 0.70 
Other durables oe eh.. ee. ote wie 926 1,447 0.64 
Total durables manufacturing........... 6,280 7,623 0.82 


Sources: 1956 An i -56- 
the Census, 1958; pre ee CL lotus, Sone aS Hence Coonan 
The Commerce-SEC figures are higher than the Census plant and 
equipment estimates since the former also include nonmanufacturing 
activities of manufacturing firms in many instances. Further, in par- 
ticular industries, the differences reflect the diversified activities of 
many firms 
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Table 1: Reporting Companies’ Employment, Classified by 
Establishment and by Company, 1957 


{1) Industry (two-digit) 
(2) Reporting companies’ employment classified by establishment 
(3) Employment in establishments classified in given two-digit 
industry, but owned by companies not primarily in that industry 
(4) Column (3) as % of column (2) 

(5) Employment in establishments not in given two-digit 
industry but owned by companies that are primarily in 
that industry 
(6) Column (5) as % of column (2) 


Employment in Thousands 


(1) « 2) (3) (4) (5) (6) 


Primary metals.......... 443 36 8% 82 1% 
Fabricated metal products. 220 83 38 18 8 
Machinery (except 

electrical). ei 228 ak 374 81 22 25 i 
Electrical machinery and 

EGilipMent. seals ecace 290 52 18 28 10 
Transportation equipment. 933 25 3 175 19 
Instruments, etc.......... 59 6 10 8 3 

PADS: tee tee ck a ok 2,318 282 12 282 12 


1 Excludes metal furniture, owing to problems of disclosure 
Source: Iron Age; Toe ConFERENCE Boarp 


figures would then more accurately describe that indus- 
try alone. 


REPORTED EMPLOYMENT BY THREE DIGITS 


The dimensions of this industrial classification prob- 
lem can be seen from the 1957 employment figures of 
our cooperating companies, in table 1. In the second 
column of this table is indicated the employment of the 
386 metalworking companies reporting quarterly capital 
appropriations to be discussed below. The employment 
in this column, by establishment according to the 
three-digit classification, is summarized in the two-digit 
industries listed in the first column. 

In column three there is presented the employment of 
establishments that are classified in the two-digit indus- 
try, but owned by companies not primarily in the indus- 
try’s two-digit classifications. 


507 


For example, of the 443,000 employees in establish- 
ments classified by the three-digit industries summa- 
rized as primary metals, 36,000 are employed by com- 
panies not primarily in the primary metals industries, 
but usually classified in other two-digit industries. The 
fourth column shows the percentage relationships. Thus 
8% of the workers in establishments classified in the 
primary metals industry are employed by companies 
not primarily classified in that industry. The ratios in 
this column range from 3% in the transportation equip- 
ment field to 38% in the fabricated metal products 
industry. For all the reporting companies, 12% of the 
employment in the establishments classified in the given 
two-digit industry groups is accounted for by companies 
not primarily engaged in those industry groups. 


TAKE AUTOMOBILES ... 


The employment in establishments not classified in 
the two-digit industry group, but owned by companies 
that are in these industries is indicated in the fifth 
column of table 1. For example, of the 933,000 reported 
as employed by the transportation equipment compa- 
nies, 175,000 employees are in other two-digit indus- 
tries, when classified by establishments. Clearly, a two- 
digit grouping overrepresents the transportation equip- 
ment activities of the companies primarily engaged in 
making transportation equipment. Again, 10% of the 
employees in the electrical machinery industry are 
engaged in activities other than making electrical 
equipment. 

From these considerations, it is apparent why THE 
CoNFERENCE Boarp was eager to engage in a basic 
study of capital appropriations classified by three-digit 
industry groups. Such information would be of great 
value to the marketing fraternity as well as’ to the 
industry analyst interested in specific industry trends. 
The capital appropriations in this report, the first of a 
continuing series, will then be classified according to 
three-digit industrial groupings. This is the first attempt 


Table 2: Capital Appropriations in Metalworking, 1957-1958 


Money figures in millions of dollars 


First-half- 
1958 


Capital Appropriations Approved 
during: F 
Appropria- 


Percentage 


Ch 
2 ae 1957 1958 First Half, 1958, tions Per 
Code over Production 
Ist Q. 2d Q. 4th Q. Ist Q. 24 Q. First Half, 1957 Worker! 
UU eres Pe age Pas hey accke eo SUE a: oy 019). sae aus esiccode<i 25 2.2 1.0 1.4 1.5 1.0 —20 234 
pedi oak RD DIPS. CERNE EES: OUT at 33 297.7 316.6 205.1 1022 826 —70 418 
Fabricated metal products. ..............0.0+000 34 66.0 28 as ay ig a es 
Machinery (except electrical)...............+055- 35 EW rl 161.2 d é i % 
Electrical machinery and equipment.............. 36 86.4 32.3 37.9 38.3 31.6 41 ~ 
Transportation equipment. .................eeeee 37 236.4 135.3 180.9 136.9 68.5 —A5 
SISELIEMIENES, CLC oie lerei os )chs tele ielt Sins 101s lorelers iia widens 38 12.6 V2 6.7 7.2 4.2 —42 194 
Total reported in metalworking?........-.+.+.4++ 939.0 690.0 556.6 401.3 279.7 —658 293 
Total estimated metalworking®............++00005 1,658 1,142 917 672 516 —58 3801 


Based upon returns from 386 companies reporting 586 separate industry groups 
1In dollars per production worker 


i i i IC code 39 
2 Excludes ordnance and accessories, SIC code 19, and miscellaneous metal manufacturing, S. , 
3 Estimated for universe described in table 10. This includes metalworking companies with at least one plant of 500 production work 


reported appropriations in each quarter by the coverage ratios indicated in table 10 


DECEMBER, 1958 


ers or more in 1957. Calculated by dividing 
Source: Tap Conrerencr Boarp 
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Lower Metalworking Capital Appropriation Approvals 
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Percentage comparison between the first half of 1958 and the first half of 1957 in capital appropriation approvals. See tabies 2 through 8 for data, Basad upon reports from 586 metalworking 


divisions 


4Includes laboratory, scientific and engineering instruments, Optical instruments, surgical instruments ophthalmic goods, photographic equipment, and watches, clocks, clock-operated devices 


Source: The Conference Board 


by any organization to provide current information for the 
capital goods area in such fine industry classification. 
Reports were submitted by 386 companies, with a 
total of 586 separate three-digit industry groups. Some 
of these returns were taken over from the existing capital 
appropriations survey conducted with the financial 
sponsorship of Newsweek magazine.! These were the 
companies with only a single three-digit classification, 
for which there was obviously no need to report the 
same figures twice. Whatever success this new metal- 
working appropriations survey will enjoy can be at- 
tributed to the willingness, particularly of the larger 
diversified companies, to report capital appropriations 
according to many separate industry classifications. 


NEW APPROVALS 


In this new survey, information was obtained only on 
new appropriation approvals. This is the most sensitive 
indicator of all those developed in the capital appropria- 
tions approach. Since such capital appropriations were 
being collected in fine industry detail, additional infor- 


mation on backlogs. expenditures, ete., by individual 
industry groups would have taxed even the cooperation 
of our most willing Associates. 

Capital appropriations estimated at almost $1.2 bil- 
lion were approved by the larger metalworking com- 
panies in the first half of 1958 (see table 2). This repre- 
sents a decline of 58% from the first half of 1957. The 
year-to-year decline for the second quarter of 1958 was 
somewhat less than for the first quarter. Similarly, the 
decline from the first to the second quarter of 1958 was 
also less than the comparable decline from the first to 
the second quarters a year ago. 

Experience with the all-manufacturing survey of 
capital appropriations suggests that in many industries 
there are seasonal variations in appropriations ap- 
provals. In some industries, relatively more is appro- 
priated in the first quarter. In others, the fourth quarter 
seems to be the favorite. More information with the 
present metalworking appropriations survey will be 


1 About 30% of the 586 industry reports came from the broader 
appropriations study 
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required before the seasonal patterns can be clearly 
distinguished. 


LOWER METALWORKING APPROPRIATIONS 


The reported capital appropriations in each of the 
broad industry groups, but actually based upon finer 
industrial classification to be shown in succeeding 
tables, are also indicated in table 2. Appropriation ap- 
provals in the first half of 1958 were lower in each of the 
seven major metalworking groups than in the same 
period a year earlier. The first half of 1958 represented 
the two worst quarters of what has been so aptly 
termed the capital goods recession of 1957-1958. 
Corporate profits were “blitzed” in the metalworking 
industries and such profits are directly, if not coinci- 
dentally, related to the trend of capital appropriations. 


APPROPRIATIONS PER WORKER 


Since data on production worker employment has 
also been collected for each company in the survey, as 
well as for each specific industry group, capital appro- 
priations per production worker can now be shown for 
the first time. This new tool of analysis will enable the 
company and the divisions of the company to compare 
their appropriations with companies or divisions en- 
gaged in like activities. 

It is recognized that the capital appropriations per 
worker at any time may be unduly high or low, depend- 
ing upon circumstances which may be peculiar to the 
specific industry. However, the capital appropriations 
trend within the industry is placed within a comparable 
framework. Other companies, divisions or establishments 
can now compare their appropriations trend with other 
like units. In using the capital appropriations per 
worker across industry lines, more care has to be exer- 
cised, since the comparison may involve an expanding 
sector with a contracting one. 

The average capital appropriation approved in the 
first half of 1958 is shown in terms of the number of 
production workers employed in 1957 in table 2. For all 
reporting companies, capital appropriations of $293 
per production worker were reported. The averages 
ranged from a low of $194 in the instrument industry to 


509 


$418 in primary metals and nonelectrical machinery. 

It should be noted that for the entire metalworking 
industry, including estimates for the part of the indus- 
try not cooperating in our initial surveys, there was $301 
approved per production worker, or just a difference of 
$8 from the reported average. In round numbers, then, 
metalworking companies approved $300 in appropria- 
tions per worker in the first half of 1958. 


PRIMARY METALS 


Cooperating companies in the primary metals group 
reported that their first-half approvals this year were 
down from a year earlier. (See table 3.) The nonferrous 
area was the most adversely affected. Particularly en- 
couraging was the rise in appropriations approved for 
blast furnaces, steel works and rolling mills from the 
first to the second quarters of 1958. 

Capital appropriations approved per worker ranged 
from $182 in iron and steel foundries and miscellaneous 
primary metals to $692 for primary smelting of nonfer- 
rous metals. Since blast furnaces, steel works, and roll- 
ing mills appropriated a substantial part of the indus- 
try’s totals, it is not surprising that their appropriations 
of $465 per worker was not too different from the 
primary metals industry average. 


FABRICATED METAL PRODUCTS 


Capital appropriations approved in the fabricated 
metals industries were also lower in the first half of 1958 
than a year earlier. (See table 4). There was a consider- 
able spread in the rate of approvals in this group. 
Appropriations in fabricated structural products were 
only 10% lower in the first six months of this year as 
compared with the like period in the previous year. On 
the other hand, approvals for the establishments making 
screw products and rivets were down 80% compared 
with the year-earlier rate. Two industries—metal cans 
and fabricated structural products—reported higher 
appropriations in the second quarter of 1958 than in the 
first. The fabricated metals group as a whole suffered 
only a relatively small appropriation decline from the 
first to the second quarters of this year. 

Appropriations per worker in this industry were at 


Table 3: Capital Appropriations Reported in Primary Metals, 1957-1958 


Money figures In millions of dollars 


Industry SIC 


Code 
Blast furnaces, steel works, and rolling mills....... 831 
Pronrand steclfOundries!s fA. csc tece qeclee dices sere 332 
Primary smelting nonferrous metals?.............. 333,334 
Rolling, drawing, extruding nonferrous metals...... 335 
iNorferrous fOUNCTIESt se owls sees cele os ee es 836 
Miscellaneous primary metals................-++. 339 


1In dollars per production worker 
2 Includes secondary nonferrous smelters, SIC code 334 
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5 ayy First-half- 
peg pete CP perce Percentage 71958 
_ Change Appropria- 
1957 1958 First Half, 1958, tions Per 
—_— over Production 
Ist Q. 2d Q. 4th Q. Ist Q. 2d Q. First Half, 1957 Worker! 
216.7 109.1 82.6 48.8 65.0 —65 465 
6.3 7.6 8.1 4.6 3.2 —44 182 
84.4 116.3 65.4 31.6 2.9 —77 692 
18.9 81.7 45.3 13.1 9.9 —T77 297 
18.5 0.4 8.0 2.5 0.2 —86 236 
2.9 1.4 0.7 1.6 1.4 —30 182 
297.7 316.6 205.1 102.2 82.6 —70 418 


Source: Tur Conrerence Boarp 
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Table 4: Capital Appropriations Reported in Fabricated Metal Products, 1957-1958 


Money figures in millions of dollars 


SIC 

at Code 

Metaltcans seiteen wercch cetictxa cicisie wc cieee ee tetsialelers ocd 341 

Cutlery, hand tools, hardware...........--+++: a 342 
Heating equipment (except electrical), and plumbing 

AXEUITES fcieeeraetets Actes EE Dee ore eo ene erekeverels 843 

Fabricated structural products. ..........2.+-0+6- 344 

Screw products and rivets..........-sssseeseeres 845 

Stam pings racrmetecicisicrsissssajsyepetiters reciere’s wie eiotesey 346 

Other fabricated metal products*...............-+ $47, 348, 349 

{KG Bab S og Ogee Os GOD OUT aamaroaren 


1In dollars per production worker 


; ae First-half- 
Capital a a Approved Be Wa = “: 
Change Appropria- 
1957 1958 First Half, 1958, tions Per 
over Production 
Ist Q 2d Q. 4th Q. lst Q. 24Q. First Half,1957 Worker! 
14.9 12.6 14.1 tak 8.0 —45 341 
17.6 —6.5" 5.7 0.1 —0.6* b b 
6.3 7.0 2.4 3.9 2.0 —&6 568 
4.1 10.9 6.8 6.1 ys) —10 575 
9.3 2.0 8.2 1.6 0.7 —80 217 
5.6 4.3 21 8.7 2.3 —40 117 
8.2 6.2 2.9 6.1 3.6 —40 197 
66.0 36.4 37.2 27.6 23.6 —50 232 


Source: THe ConFERENCE Boarp 


2 Includes coating and engraving on metal, wirework and wire springs, and miscellaneous fabricated metal products 


® Cancellations greater than appropriation approvals 
> Not calculated, owing to net cancellations 


Table 5: Capital Appropriations Reported in Machinery (Except Electrical), 1957-1958 


Money figures in millions of dollars 


Capital Appropriations Approved First-half- 
during: ce ; 1958 — 
Industry a 1957 1958 First Half 1958, tions Per 
wants over Production 
Ist Q. 2d Q. 4th Q. Ist Q. 2dQ. ‘First Half, i957 Worker! 
engines and -turbines® «a. cyetatete oes eels ortavsta et aets 351 14.8 82.2 Tf! 6.7 3.4 —79 178 
Farm machinery and farm tractors............... 352 5.8 6.3 6.6 5.9 8.1 16 433 
Construction, mining, material-handling equipment. . 353 91.8 15.2 5.9 25.7 8.3 —68 452 
Metalworking machinery and equipment?.......... 354, 359 13.9 6.3 5.7 6.1 3.2 —54 165 
Special-industry machinery................0eeee- 355 23.6 14.7 7.8 12.3 16.1 —26 1,488 
General industrial machinery and equipment........ 356 12.6 8.3 5.3 10.3 48 —28 285 
Office, computing, accounting, and store machines. . . 357 70.6 72.5 47.0 19.5 19.3 —73 758 
Service industry machines.................eeee00- 358 4.5 5.6 2.8 1.2 5.0 —39 268 
Ota ene iis cao ren een etiee eae aaron ct ee 237.7 161.2 87.3 87.6 68.8 —61 418 


1Jn dollars per production worker 
2Includes miscellaneous machinery, SIC code 359 


Source: Tor ConFERENCE Boagp 


Table 6: Capital Appropriations Reported in Electrical Machinery and Equipment, 1957-1958 


Money figures in millions of dollars 


Industry SIC 

Code 

Electrical transmission equipment..............-. 361 
Electrical] industrial apparatus...............000. 362 
Household appliances): 4.2\)..0ii..c105 6 sceh cease os eis 363 
Electrical lighting and wiring equipment........... 364 
Radiovandel Vereceiveraa-nm ace cote tee eee 865 
Communication equipment..............2ese0ee 866 
lectronicicomponentS.y osc cee ses ens | eee ciet : 867 
Miscellaneous electrical equipment................ 869 


1In dollars per production worker 


the lower end of the scale. Yet even here, there was a 
considerable range. Thus only $117 in appropriations 
per worker was approved for stampings, contrasted to 
$568 for heating equipment (except electrical). 


HIGHER APPROPRIATIONS IN FARM MACHINERY 


Capital appropriation approvals in the nonelectrical 
machinery group were also lower in the first half of 1958 


Capital Appropriations Approved First-half- 
during: ss 4 1958 © 

1957 1858 First Half 1958, aon er 

Ist Q. 2d Q 4th Q Ist Q. 2d Q. First Hal, 1957 Woes? 
29.1 4.5 9.4 8.7 5.8 —57 314 
12.9 TA 6.4 7.8 4.6 —40 218 
14.5 5.0 2.8 7.6 2.8 —47 248 
2.9 2.3 2.9 V2 13 —33 124 
1.6 2.6 $3.2 0.9 12 —50 713 
19.0 3.6 7.0 4.8 7.6 —45 344 
5.3 5.6 8.8 5.3 7.9 Q1 290 
1.0 1.0 g.4 0.9 0.6 —23 227 
86.4 $2.3 87.9 88.3 81.6 —41 405 


"Source: Toe Convermnce Boarp 


as compared with the year-ago rate (see table 5). How- 
ever, the farm machinery classification was one of the 
few reporting higher appropriations this year than last, 
and for each of the quarters separately. Such a develop- 
ment is not surprising in view of the improved farm 
income picture this year. In the special-industry ma- 
chinery group, which includes food products machinery, 
approvals were higher in the second quarter than in the 
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Table 7: Capital Appropriations Reported in Transportation Equipment, 1957-1958 


Money figures in millions of dollars 


Industry SIC 


Code 


Motor vehicles and equipment? 


© Swe Ce 0.0 Ce eer s es 6 ee 


371, 375, 379 
3 


Peer Rane MAMA Se eee. aide ie 72 

Rant ME DORM MONGING. oaks ccc evs cet cc nee 8373 

Miamromd SUOGeNe. ees coe necncace de 874 
Total 


SRO SES eae A Wee) s)s)'6) 80) (@) 610 © e) S10. 6) 0)0\8'6) « 0) 0's © 0 ole 0.66 ale 


Capital Appropriations Approved First-half- 
during: Percentage 1958 

_ Change Appropria- 

1957 1958 First Half, 1958, oe er 

Ist Q. 2d Q. 4th Q. Ist Q. 2d4Q. ‘First Half, 1957 Worken 
147.7 62.8 142.0 100.0 41.0 —33 294 
85.2 70.4 34.9 $3.1 26.1 —62 141 
2.5 11 1.0 1.7 0.6 —36 175 
1.0 1.0 3.0 2.1 0.8 45 134 
236.4 135.3 180.9 136.9 68.5 —45 220 


~4in.dollars per production worker” ne 


In dollars per production worker 


2 Includes motorcycles, bicycles and parts, and transportation equipment, not elsewhere classified, SIC codes 875 and 879, respectively 


Source: Toe Conrmrencr Boarp 


Table 8: Capital Appropriations Reported in Instruments, Photographic Equipment and Clocks, 
1957-1958 


Money figures In millions of dollars 


Industry SIC 
Code 
Mechanical instruments and control instruments... .. 382 
(OULIGTSY E coee Gr rca ed Se ee ene epee 881, 383, 384, 
385, 386, 387 
Ce ON Oe COE on eee ee ne ae 


1In dollars per production worker 


Capital Appropriations Approved First-half- 
during: Percentage 1958 
Change Appropria- 
1957 1958 First Half, 1958, tions Per 
over Production 
Ist Q. 2d Q. 4th Q. 1st Q. 2d Q. First Half, 1957 Worker! 
8.1 4.0 2.6 3.5 a2 —53 232 
4.6 3.2 4.1 3.7 21 —25 170 
12.6 1.2 6.7 1.2 4.2 —42 194 


2 Includes laboratory, scientific and engineering instruments, optical instruments, surgical instruments, ophthalmic goods, photographic equipment, and watches, clocks, clock- 


operated devices, SIC codes respectively, $81, 383, 384, 385, 386, and 387 
Source: Tot ConFrERENCE Boarp 


first quarter of this year or the second quarter a year 
ago. Again, developments in the food industry, where 
appropriations are being approved at a steady or in- 
creasing rate in consonance with the demand for food, 
are an important factor in this relatively good showing. 

Capital appropriations per worker in the nonelec- 
trical machinery industry ranged from highs of $1,131 
in the special-industry group and $758 in the office, 
computing, accounting, and store machine industries 
to a low of $165 in the metalworking machinery and 
equipment industry. 


ELECTRICAL MACHINERY 


In the electrical machinery industry, capital appro- 
priations were also approved at a lower rate in the first 
half of 1958 than in that same half of the previous year. 
(See table 6.) One of the few industries reporting a gain 
was the electronic components industry. In the elec- 
trical transmission equipment industry, second-quarter- 
1958 appropriation approvals were also higher than a 
year ago. Aside from the electronic components group, 
however, the subindustries in the electrical machinery 
and equipment industry reported approvals signifi- 
cantly lower than a year earlier. 

Capital appropriations per worker ranged from a low 
of $124 in the electrical lighting and wiring equipment 
industry to a high of $713 in radio and TV receivers. 
- Generally speaking, capital appropriations per worker 
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in these industries were lower than the average of all 
metalworking industries. 


TRANSPORTATION EQUIPMENT 


Capital appropriations in the transportation’ equip- 
ment industry, as in most metalworking industries, 
were substantially lower in the first half of 1958 than 
they were in the first half of 1957 (see table 7). Here, 
too, was an industry, railroad equipment, that had ap- 
provals higher this year than last. 

Of particular interest is the motor vehicle and equip- 
ment industry, where the survey coverage is one of the 
highest of all the individual thirty-six industry group- 
ings. This important capital goods spending group also 
had lower approvals this year than last, but the decline 
was less than the average of all metalworking establish- 
ments. In aircraft and parts, also characterized by high 
survey coverage, appropriation approvals were down 
twice as much as in the motor vehicle industry. 

Capital appropriations per worker for the transporta- 
tion equipment industry were lower in each of the four 
separate groups than the average for all metalworking. 


INSTRUMENTS 


Finally, appropriations in the mechanical instru- 
ments and control instruments industry were also lower 
in the first half of 1958 as compared with the previous 
year. (See table 8.) In this industry, however, the cover- 


MOTOR VEHICLES & EQ Li 
ELECTRONIC COMP N 
ENERAL INDUSTRIAL MACHINERY 
& EQUIPME 
ICE INDUSTRY M NE 
HOUSE HOLD APPLIANCES 


MISCELLANEOUS PRIMARY METALS 
IRON & STEEL FOUNDRIES 
ENGINES & TURBINES 


SHIP & BOAT BUILDING 
METALWORKING MACHINERY 
UIPMENT 


ELECTRICAL LIGHTING & WIRING 
ly 


STAMPINGS 


131 
G 


Wide Range in Metalworking 


Appropriations Per Production Worker 


First half-1958 capitai appropriations 


matiaier other components, which represent a wide 


iety of in nstruments, photographic goods, nd watches 

andl ge not sufficiently high to warrant separate 
ae sail crereres 

Cae appropriations per worker in this industry 
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Table 9: Percentage of Companies and Divisions 
Reporting Higher or Lower Capital Appropriations, 
1958 and 1957 
In per cent 


First Quarter, 1958 


Corresponding to the sharp declines in appropriation 
approvals in the first half of 1958 compared with the 
same period of 1957 is a significant number of com- 
panies and divisions reporting lower approvals in the 


Sconnd Quarter, 1058 first and second quarters of this year compared with 


Industry and First Q. 1957 and Second Q. 1957 last year. (See table 9). There was a slight improvement 
Higher Lower Same Higher Lower Same from the first to the second quarters in the number of 

Primary metals........., 25% 78% 2% 30% 64% 6% companies and divisions reporting lower approvals. 
ae oy oducts. $0 59 11 27 66 8 By industrial classification, this decline in the number 
elccthiealls |.) = 82 «gl 7 380 58 19 of companies and divisions reporting lower appropria- 
Electrical machinery and tions in the second quarter occurred in each of the six 
Throne fee are 8 o : 48 me Ne broad metalworking groups except fabricated metal 
Instruments, etc........._ 338 «63 4 387 686 "7 products. The electrical machinery and equipment in- 
S) aoe eS 29 «65 6 380 68 8 dustry had the highest percentage of companies (be- 


tween 38% and 39%) reporting a gain in approvals in the 
first and second quarters. 


INDUSTRIAL COVERAGE 


1 Includes metal furniture not shown separately 


Percentages for each quarter may not add up to 100 because of rounding. Based 
upon reports for 586 individual industry groups 


Source: Tun ConrERENcE Boarp 


Finally, the metalworking survey coverage is shown 
in table 10. The total of 3,943,000 production-worker 
employees in 1957 was accounted for by metalworking 
establishments with at least one plant of 500 production 
workers or more. This represents 61% of all production 
workers in metalworking plants employing twenty 
workers or more,! including the omitted ordnance and 
miscellaneous metal manufacturing groups. 


were significantly lower than the average for all metal- 
working companies. 


COUNTING DIVISIONS 


The distribution of the number of industries reporting 
higher or lower appropriations compared with the year- 
ago rate can serve as a useful supplement to the analysis 
in terms of dollar figures. Here each separate report for a 


division is counted as a single unit. 1 “Basic Marketing Data on Metalworking,” op. cit. 


Slightly More Report Higher Approvals 


2uo a GS 
QTR. : = DOORS] RORIOO 
4ST od % £30 2%) BAe 2049 3.026 Weetatgectet Wetetace Se 
OTR. z tAOXXD ‘ , Booooxx4 Secegaconese, LN Weeatanetates stata, "a ROS 
oe resececes Seereeres See eetany wee sees estates Meee iacecene Roos 
J DOXCOS Sette %, $2825 ESS POCO DoS OC OC) ROOK OOS RR 
HIGHER BTS Sr HSOod rrr otetacet Sores Sateconns ieirecroner gegegeh sures lotatates Benes Sateen Reece aroronen 
B19 % 3 S252525d ROSSI] Seetatetetee BOS o5 e505 Weatetattets SS Seeseeeceees a tetere Wenetenatete egececeys Rx SO 
2 BOSKSO Veetetetete! Meee % eseteretet @ 6.0.4 Weetatetetets SS Secesececece, te tatete leseceteetet @ 6,0, @.4 otstenatets |g Me MMe 
iaorans Soren Been Setatete Bee ceeeeneee sure eetate ts MEE Sous tenotens eee aceteces ee eteterete 
SEK KD OOP KOO erereceteres © @. ©, ©, esetecetece "are 6. @ Peo SPC OK OK IX eraretetate MM Me™ Neaceaeetcecs oreceece 
Weetetetetet ©, $5250 Coletetees te tetete. estatatets pte tetere SOK T KIC OO Sereatitenets 02000500 Ieatecetatets Osorereed oesocnteted pte tatem 
RRR oF OI eatehetatehs Orereree sesecerecets Mote reres Meesecececere atetene Seeesececeees 400% Wenotesocetee Matera te. Resevetecete OOO. 0 
Vee ee0e8 @ @ @ @ vesetetatete 9 @ 6. @ PRT IC OCD etatetetats 9tare te. secacacacete. 2% ou Meeseeeateeet prereree RXX KM ratetete 
eseceseneces Ma tetares seetetatetets Malate: PKR KS IRS OLE Weeretetotere 20.0008 sesegeetgees O20. O. 004 Meaconetare’ 100MM LXSXRRRA GO 
a A MS Ne MS OS SS 5 
, 
. \ 64% pinto 
TRANSPORTATION PRIMARY ALL FABRICATED MACHINERY INSTRUMENTS — ELECTRICAL 
EQUIPMENT METALS METAL- METAL (EXCEPT MACHINERY 
PRODUCTS ELECTRICAL) AND 
WORKING EQUIPMENT 


Comparison between first quarter of 1958 and first quarter of 1957, and second 


capital appropriations. Based upon reports from 586 metalworking divisions 


Source: The Conference Board 
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quarter of 1958 and second quarter of 1957; number of companies, divisions, or establishments reporting 
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Table 10: Production Worker Employment 
in Reporting Companies as Percentage of 
Production Worker Employment in Industry, 1957 


Employment in thousands 


Production Production Co-, 
Worker Worker _ operating 
SIC Employ- Employ- Companies 


Industry Code ment in ment of as Per 
Firms With Cooperating cent of 
Plants of Companies Total Em- 
500 or More ployment! 
Metal furniture......... 251, 252, 
253, 254, 259 34 i $1 
Blast furnaces, steel works 

and rolling milils....... 831 580 245 42 
Tron and steel foundries. . . 332 60 43 v64 
Primary smelting nonfer- 

rous metals........... 333, 334 72 50 69 
Rolling, drawing, extrud- 

ing nonferrous metals. . 335 114 77 68 
Nonferrous foundries..... 336 20 11 58 
Miscellaneous primary 

TNEEAIS Meiers od: 0vciei nepal opens 339 89 16 43 
Metal cans............. 841 47 45 94 
Cutlery, hand tools, hard- 

WATE fs elects estes cs tia ane 342 53 34 64 
Heating equipment(except 

electrical) and plumbing 

MIXUUTES fe eerie <a ai scere fs 343 24 13 54 
Fabricated structural 

PLOGUCtS ip bys «tose cea 344 58 23 40 
Screw products and rivets. 345 22 11 48 
Stampimngsene sacs. sacs 346 70 51 73 
Other fabricated metal 

DPIOdUCtS Hae clsyaisiessws ae 347, 348, 349 77 44 58 
Engines and turbines. .... 351 76 57 75 
Farm machinery and farm 

TTACTOTSBeysrccievsccisteereisc6 352 63 $2 51 
Construction, mining, ma- 

terial-handling equip- 

MENG ys ere, 3 eis sie ayers 353 111 75 68 
Metalworking machinery 

and equipment........ 354, 359 108 56 52 
Special-industry 

machineryari.cie.6« ae 355 45 25 56 
General industrial ma- 

chinery and equipment. 356 87 53 61 
Office, computing, account- 

ing and store machines. . 357 77 51 67 
Service industry machines 358 41 93 57 
Electrical transmission 

equipment............ 361 88 46 52 
Electrical industrial 

APPSratus vere. « os s.r 362 135 56 42 
Household appliances. .. . 363 98 42 43 
Electrical lighting, and 

wiring equipment...... 364 60 28 47 
Radio and TV receivers... 365 65 29 45 
Communication equipment 366 107 86 34 
Electronic components. . . 367 94 46 49 
Miscellaneous electrical 

equipment............ 869 31 7 21 
Motor vehicles and equip- 

IMENE Sala isos cieiossioiete $71,375,379 582 479 82 
Aircraft and parts. ..... 8372 530 418 79 
Ship and boat building... 373 75 14 18 
Railroad equipment..... 374 42 22 52 
Mechanical instruments 

and control instruments 382 41 25 60 
Other instruments, photo- 381, 383, 384, 

graphic equipment, etc. 385, 386,387 119 34 29 

Ola sete ron 3,943 2,328 60 


eS Sa ad REL ee eee eS oa 
1 Calculated from unrounded data Sources: Iron Age; Tar ConFERENCE BoaRD 
Based upon returns from $86 companies reporting 586 individual industry codes 


The establishments reporting in the present survey 
represent 60% of these production workers in the larger 


metalworking companies and divisions. Of the thirty-six 
separate metalworking industries analyzed in the sur- 
vey, thirteen have coverage ratios of 60% or more. 
Among the industries having the highest coverage ratios 
are iron and steel foundries (72%), primary smelting 
nonferrous metals (69%), metal cans (94%), stampings 
(73%), engines and turbines (75%), motor vehicles and 
equipment (82%), and aircraft and parts (79%). 

The total appropriation figures for all large metal- 
working establishments presented earlier in table 2 were 
obtained by dividing the reported appropriation figures 
for each of these thirty-six industries by the coverage 
ratios indicated in table 10. 


RESEARCH AGENDA 


This extension of the capital appropriations approach 
to the metalworking industries offers a finer tool of 
analysis in the capital spending field. Management 
planning can be based upon disaggregated information, 
more clearly delineated for specific manufacturing ac- 
tivities. The collection of capital appropriations data by 
three-digit industrial classifications, with thirty-six sep- 
arate industries presented, should make the appropria- 
tion even more amenable to marketing and financial 
analysis. 

New information is being collected from companies 
that are not included in the top 1,000 manufacturing 
concerns. Secondly, the metalworking companies in the 
top 1,000 group have classified their appropriations into 
finer industrial groups. On both counts, then, this new 
metalworking survey represents an important addition 
to the appropriation research already proceeding for all 
large manufacturing companies. 

Only with the collection of more quarters of informa- 
tion in this new and continuing survey will the outline 
of the appropriation trends in each of the thirty-six 
industries become clearer. With the gathering of more 
quarters of data will come a better appreciation of the 
future course of capital spending by finer industrial 
detail, available from no other source. 

In addition, the present experience with the extension 
of the manufacturing universe below the top 1,000 
manufacturing companies is sufficiently promising to 
suggest a still further extension of the metalworking 
survey to include all metalworking activity. This would 
involve a sampling of the more than 25,000 metalwork- 
ing plants not now covered in the present survey. With 
each passing month, THe ConF=RENCE Boarp learns of 
new companies, particularly the smaller ones, that are 
adopting the capital appropriations approach to plant 
and equipment spending. In the not too distant future, 
then, it is hoped that this new survey can be expanded 
to include all metalworking activities. 

Morris CoHEn 

Martin R. GarnsprucH 
Assisted by 

Herman G. Roseman 
Office of the Chief Economist 
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Tenth Quarterly Report on 


Capital Appropriations: The Turning Point? 


EW appropriations for plant and equipment of 
the 1,000 leading manufacturing companies de- 
clined only nominally in the third quarter of 

1958—and all of this decline was seasonal rather than 
cyclical. Appropriations in past years have declined 
modestly from the second to the third quarter. The only 
exception in recent years was the strong appropriation 
upsurge in 1955 when the seasonal tendency was dam- 
pened by a cyclical rise. 

Third-quarter approvals were lower than in the same 
period a year ago, but by the smallest proportion since 
the last quarter of 1957. Even more encouraging was the 
rise in new approvals by the durable goods industries as 
compared with a year earlier. This is the first time a 
plus sign has appeared in the year-to-year comparisons 
for the hard-goods group since the second quarter of 
1956 over the second quarter of 1955. Equally hopeful 
was the sharp drop in cancellations below the relatively 
high levels of the preceding three quarters. Thus ad- 
justed new appropriation approvals, both before and 
after cancellations, were higher in the third quarter than 
in the second. 

The earlier hope that the appropriation decline had 
been halted is borne out by the latest findings. On a 
seasonally adjusted basis, new appropriations had de- 
clined slightly from the first to second quarter, and after 
correction for cancellations, had leveled out. The slight 
rise in the third quarter (after seasonal correction) had 
followed the apparent trough in capital appropriations 
in the first half of this year. 

New appropriations are still below the level of capital 
spending. So backlogs declined again, but the reduction 
in backlogs this year was less than a year ago. On a 
seasonally adjusted basis, and after additional correc- 
tion for cancellations, the cutback in this third quarter, 
was significantly less than in the five preceding quarters, 
the entire period of adjusted backlog declines. 


The Top 1,000 Companies 


The key third-quarter appropriation figures for the 
top 1,000 companies are as follows: 


At midyear, the appropriation backlog was estimated 
at $6.8 billion. 

To this was added $1.7 billion in new appropriations, 
bringing the total available for use during the quarter to 
$8.5 billion. 

Of this total, $2.0 billion was either spent or com- 
mitted, and $0.2 billion canceled. 
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This left a balance, or backlog, of $6.3 billion at the 
end of September. 


This report is the tenth in a continuing series of 
quarterly reports on capital appropriations conducted 
by Tue ConrerENcE Boar with the financial sponsor- 
ship of Newsweek magazine.! Reports were submitted by 
586 companies, the same number as in the previous 
survey. The numerical data in the present report are 
identical with those in the article in the September 
Business Record, except for very minor revision in 
second-quarter figures. As in other reports in this 
series, all tables and calculations are based upon identi- 
cal company returns, to ensure consistency. 


Appropriation and Spending Trends Diverge 


The 500 companies furnishing appropriations for the 
past fifteen quarters reported a 10% decline in approvals 
compared with the year-ago quarter. The sixth consecu- 
tive fall of more than nominal dimensions, this most 
recent year-to-year drop was considerably less than the 
other cutbacks, which began with the second quarter 
of 1957. 

On a year-to-year basis, the fall in capital spending 
was first evident in the initial quarter of this year. Dur- 
ing the second quarter, the fall became steeper. In the 
most recent year-to-year comparison, the drop was the 
largest yet observed in the 1957-1958 capital goods re- 
cession. Thus the rate of fall in spending has become 
greater, while the rate of decline in appropriations has 
lessened considerably. 

The previous capital appropriation surveys suggested 
that the spending decline in manufacturing would con- 
tinue through all of 1958. Thus far, through the third 
quarter, this interpretation has been borne out. The 
most recent appropriation rise of modest dimension, 
following upon the leveling out in the first half of this 
year, still points to the end of the spending drop in early 
1959. To the extent that the revival in profits which 
began in the third quarter gathers momentum, a speed- 
ing up of spending, which could shorten the period of 
further decline, is possible. 

Despite the current and possibly continuing drop in 
capital spending by manufacturers, such outlays for 
1958 will almost certainly be higher than in 1955. For 

1 The initial study, presented in The Conference Board Business 
Record for October, 1956, described in detail the broad purposes of the 
survey, the techniques employed, and the major limitations surround- 
ing the results 
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the first nine months manufacturers’ plant and equip- 
ment spending was substantially higher than the 1955 
average. Appropriation backlogs at the end of Septem- 
ber were about equal to those in force at mid-1955. 


A Less-than-seasonal Decline 


The decline in the rate of new appropriation approvals 
from the second to the third quarters of this year was 
less than could be expected solely on the basis of seasonal 
factors. This conclusion follows both from analysis of 
quarter-to-quarter changes over the past four years as 
well as the application of formal seasonal adjustment 
factors.! 

New approvals fell from the second to the third 
quarters of 1958 by a significantly smaller proportion 
than over the corresponding quarters in 1957 and 1956. 
Only in 1955, when the capital appropriation uptrend 
was particularly strong, did appropriation approvals 
fail to drop from the second to the third quarter. 

Since the oil group represents the most important 
instance where appropriations are approved primarily 
in the initial quarter of each year, exclusion of these 
companies removes an important part of the seasonal 
influence. Excluding the petroleum group, the decline 
in appropriations from the second to the third quarter 
was again less than in the two preceding years. 


Percentage Changes in New Approvals from Second to 
Third Quarters 


1958 1957 1956 1955 

All manufacturing.......... — 8 —32 —27 1 

Durables ese sesso. —17 —45 —49 5 

INondurablesitecn io- nee Q —19 0 —4 
Excluding oil companies 

All manufacturing........ -—9 —33 —27 uf 

Nondurables............. 8 —10 20 10 


The decline in new approvals in the hard-goods indus- 
tries was substantially less than in the two preceding 
years. This follows the rise in their appropriations al- 
ready reported from the first to the second quarter. This 
improved position in durable goods manufacturing, now 
evident for the second consecutive quarter, represents a 
particularly hopeful portent for the future. 

Approvals in the soft-goods industries rose from the 
second to the third quarter. Excluding the oil companies, 
these approvals still rose from the second to the third 
quarter. This rise, however, was still less than that re- 
ported in 1956. 

On a seasonally adjusted basis, there was a clear rise 
in new approvals from the second to the third quarter 
(see chart). Over the past five quarters, the adjusted 

1 Preliminary seasonal adjustment factors prepared from pub- 
lished information for the quarters of 1955-1957, supplemented by un- 
published quarterly data submitted by a smaller group of companies 
for 1953 and 1954, must necessarily be treated with caution, since they 
were based upon a limited time period. With each succeeding quarter, 


however, the seasonal adjustment factors have been reviewed and no 


change has been deemed necessary with the addition of new quarters 
of information 


rate of new appropriations has been confined to a rela- 
tively narrow range, compared with the earlier quarters 
of 1956 and 1957. While the rise in the third quarter was 
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more than nominal, the resulting level was still below 
that of the second half of last year (see chart). 


Durables Appropriations Rise Extended 


The adjusted rate of approvals in the durable goods 
industries rose in the April-to-June quarter for the first 
time in a year and a half. This rise was extended in the 
third quarter, with the rate of new appropriations higher 
than in the preceding four quarters, but still lower than 
that recorded in 1955, 1956, and the first half of 1957. 


Nondurable Goods Appropriations Up 


The approvals in the soft-goods group also rose in the 
third quarter, on an adjusted basis. The rise was of 
modest dimension, however, and the resulting level was 
still below that of the preceding thirteen quarters. 

Over the past four quarters (IV—1957 through III— 
1958) the seasonally adjusted rate of new approvals for 
all large manufacturers was down less than a third from 
the preceding four quarters (IV—1956 through III— 
1957). In this comparison, the drop in durable goods was 
greater than the drop in approvals in the soft-goods in- 
dustries. With the rise in the most recent quarter, these 
relationships have improved somewhat from those cited 
in the previous report. 

Matching the adjusted average rate of new approvals 
in the first three quarters of 1958 with the average of 
1957, the decline was just under 30%. Both soft-goods 
and hard-goods groups had appropriation declines of 
about the same magnitude. 


Backiogs Still Declining 


Capital spending by large manufacturers continued 
to decline in the third quarter, on a seasonally adjusted 
basis. (See chart.) However, the rate of decline has 
slowed considerably compared with the previous two 
quarters. As in the previous five quarters, the flow of 
new approvals was still below the level of spending in 
the third quarter. Backlogs thus continued to decline 
for the sixth consecutive quarter. From the first quarter 
of 1955 through the first quarter of 1957, backlogs in- 
creased in all quarters except one (IV—1956). 

Seasonally adjusted changes in backlogs can be com- 
puted by subtracting seasonally corrected cancellations 
and expenditures from adjusted appropriations. With a 
rise in new approvals, a decline in cancellations, and a 
slowdown in the rate of the drop in spending, the ad- 
justed backlog decline in the third quarter was signifi- 
cantly less than it had been in the preceding five quar- 
ters (see chart). 

Over the past six quarters, the cutbacks in unspent 
appropriations more than matched the backlog gains 
registered from the third quarter of 1955 through the 
first quarter of 1957. There still remain the backlog 
gains of the first quarter of 1955 and part of the second 
quarter. The slide in backlogs over the past year and a 
half amounted to almost 80% of the backlog increases 
cumulated during the nine quarters beginning with the 
initial quarter of 1955. 
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The sharp reduction in the rate of backlog loss in the 
third quarter of this year represents another piece of 
evidence in the argument for a turning point. It may or 
may not be a coincidence that the turning point be- 


Appropriation Trends Improve 
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comes evident with the using up of the backlogs gen- 
erated in the 1955-1956 appropriation boom. 


Hard-goods Backlogs Almost Steady 


For the first time since the beginning of 1957, the ad- 
justed rate of backlog change in the hard-goods indus- 
tries was almost zero. Their new approvals were actually 
greater than expenditures but, after taking into account 
cancellations as well, were just under the rate of spend- 
ing. Over the past nine quarters, the cutback in back- 
logs represented over 70% of the backlogs accumulated 
during 1955 and the first half of 1956. 


Durable Goods Backlogs Stop Falling 
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In the soft-goods industries, the backlog declines 
continued in the third quarter, but at a rate less than in 
the preceding four quarters (see chart). Spending still 
exceeded appropriations on the basis both of gross and 
net cancellations. In the six quarters beginning with 
the second quarter of 1957 these companies used up 
almost 85% of the backlogs accumulated during the nine 
quarters starting with the first quarter of 1955. It would 
take less than two more quarters of cutbacks in backlogs 
at the third-quarter rate to wipe out entirely the back- 
log of 1955-1956 gains. 

Thus the force of the appropriations upsurge of 1955-— 
1956 has almost been spent in both the hard- and soft- 
goods groups. If appropriations continue to rise further, 
and spending shows no immediate response, then back- 
log gains will once again become evident. 


Profits and Margins !mprove 


Trends in appropriations and in profits, profit mar- 
gins, and liquidity are closely associated. The modest 
rise in new approvals in the same quarter in which 
profits improved may be more than a coincidence. 

Final estimates of second-quarter manufacturing 
profits, according to the Federal Trade Commission and 
the Securities and Exchange Commission, were down 
30% from a year earlier. Profit margins were also lower 
than in the corresponding year-ago quarter. 


Net Profits, after Taxes, as Percentage of Sales 


1956 | 1957 1958 
Io Tn Wert Srey Pa 


All mfg....... 638 55 49 52)651 50 4.7 441) 3.4 
| 65> 6.6 456 $2: :62 62) 46.43 134 
Nondurables} 5.2 5.4 5.2 53})5.1 49 48 4.7 | 3.8 


Sources: Federal Trade Commission; Securities and Exchange Commission 


Profits rose in the third quarter, with the economy in 
a period of sharp recovery. According to the First 
National City Bank’s preliminary figures, manufactur- 
ing profits were up 14% from the second quarter, though 
still some 13% below the year-ago rate. More important, 
these third-quarter profits were up roughly 22% from 
the second quarter, on a seasonally adjusted basis. 
Since manufacturers’ sales (as measured by the Depart- 
ment of Commerce) rose much less sharply, profit 
margins improved considerably. 

Undistributed corporate profits were severely affected 
in the business recession. In the first half of 1958, such 
profits were down by two thirds from the first half of 
1957. With profits rising in the third quarter, and 
dividends remaining stable, more profits were ploughed 
back into the company, thus providing the means for a 
corresponding rise in new appropriation approvals. 


Liquidity Still Rising 
Liquidity improved further in the second quarter. 
Measured by the ratio of cash and federal securities as a 
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percentage of current liabilities, manufacturers im- 
proved their liquidity in the first quarter of 1958 as 
compared with the year-ago period—the first improve- 
ment in over two years. This improvement continued in 
the second quarter. With rising profits, a continuation 
of inventory cutbacks as well as lower plant and equip- 
ment spending, manufacturers’ liquidity evidently rose 
again in the third quarter. 


Cash and Government Securities as Ratio of Current 
Liabilities 


Durables... . 
Nondurables. 


Sources: Federal Trade Commission; Securities and Exchange Commission 


The second quarter rise in liquidity, compared with 
the year-ago rate, came primarily in the hard-goods in- 
dustries, thus furnishing some of the explanation of 
their rise in appropriations in the second quarter. 


Cancellation Ratio Declines Again 


Cancellations in the third quarter fell significantly 
from the peak levels of the preceding three quarters, but 
were still higher than the year-ago rate. In the second 
and third quarters of 1957, cancellations had risen to a 


level of 7% to 8% of appropriations newly approved 
during the quarter. This ratio had jumped to 20% in the 
fourth quarter, receded to 15% in the first quarter of 
this year, and then rose again to 21% in the second 
quarter. In the third quarter, cancellations fell sharply 
to 11% newly approved appropriations. 

On a seasonally adjusted basis, the trend in cancella- 
tions is seen in better perspective. Over the past five 
years, cancellations have typically risen in the fourth 
quarter of each year, presumably in connection with 
year-end accounting adjustments. If cancellations are 
then corrected for this typical seasonal behavior and 
expressed as a ratio of appropriations, also corrected for 
seasonal fluctuations, the adjusted cancellation ratio 
averaged 8% in the second and third quarters of 1957, 
rose to 14% in the fourth quarter and jumped to 23% in 
the first quarter. In the past two quarters, the trend in 
this ratio has been downward. In the second quarter it 
receded to 20%, but in the third quarter the ratio fell to 
12%, below the level of the fourth quarter of last year. 
The third-quarter improvement occurred both in the 
hard-goods and soft-goods industries. 

Cancellations had been particularly severe in the 
chemicals industry in the second quarter. Whatever 
reappraisal concerning plant and equipment may have 
occurred earlier in this industry, it evidently was com- 
pleted by midyear. In the third quarter, cancellations in 
the chemicals group had been reduced to a nominal rate. 
Cancellations in the petroleum industry also declined in 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing Companies, 
Quarters, 1956-1958! 


Millions of dollars 


1956 


I Il Il 
All Manufacturing 
Openingibacklogeeram are se teen 8,240 | 10,231 | 10,493 
Newly approved... goecrcah aceceuadeos 4,909 | 3,579 | 2,678 
Wamniticdrors pent ane ere ee unre niae 2,807 | 3,201 2,891 
Canceled eee et eres cu aaatoncre te sheceva Stepanemenets 117 136 139 
Closing backlog 208 Pees. 2.5 saceoe Shen 10,226 | 10,477 | 10,033 
[Capital’expendituress =... sch amici csce ie 2,194 | 2,926 | 3,043 
Durable Goods Industries 
Openingibacklog ears em ati ceeeen 4,946 | 5,754] 5,940 
Newly ADpraved -)- /omisics.s oe soins avs Meret 2,459 | 1,977 | 1,077 
Committed onispeniiman rie eee ieee 1,596 | 1,740} 1,880 
Canceled SS PERG CRE DiI No BSE oe ae 63 59 72 
Closingibacklosterrper emer emiencce ahr 5,748 | 5,927 | 5,556 
[Capital expenditures. 0. 5.............0- 1,116 | 1,528] 1,617 
N ondurable Goods Industries 
Openingibacklog aes ae ae eee 8,295 | 4,476 | 4,553 
ING WIVGADDIOVED sii. «rors anys sets commie ed 2,451 1,603 | 1,501 
Commuttediorispent mene eee eee D210 |e yor 1,611 
Canceled oO Oo SRO ter ee OSE arn ache a 54 77 67 
Closing backlogs r see eee 4,477 | 4,550 | 4,477 
[Capitallexpendituressee esse eee lek 1,078 1,398 1,425 


1 Data for 1956 based upon 559 reporting companies; data for 1957-1958 based i 
data underlying 1956 estimates see The Business Record, March, 1958, p. 88. Comparable dul Seen 


Source: Tun Conrerence Boarp 


1957 1958 
oelen ice IV I a” | 1m Iv I u Il 
10,037 | 9,469 | 10,939 | 10,071 | 8,815 | 7,607 | 7,711 | 6,832 
8,031 | 4,536 | 2,634 | 1,804 | 2,258 | 2,652 | 1,680 | 1,656 
8,559 | 2,918 | 3,309 | 2,962 | 3,052 | 2,116 | 2,901 | 2.005 
207 115 205 119] 404} 4001 3661} 2038 
9,288 | 10,944 | 10,092 | 8,818 | 7,600 | 7,748 | 6,817 | 6,284 
3,757 | 2,855 | 38,354 | 3,251 | 3,418 | 2,259 | 2,986 | 2,077] 
5,565 | 5,495) 5,778 | 5,383 | 4,654 | 4,211 | 3,862 | 3,647 
1,758 | 1,762 | 1,327 716 | 1,149 | 740] 808| ‘734 
1,890 | 1,439 | 1,633 | 1,895 | 1,429 | 912} 914| 840 
86 49 85 67 |- 186 | 165 98 73 
5,345 | 5,780 | 5,395 | 4,650 | 4,221 | 3,878 | 3,651 | 3,470 
2,071 | 1,499 |} 1,724] 1,696 | 1,695 | 1,061 | 1,044 | 99] 
4,472 | 3,975 | 5,161 | 4,688 | 4,161 | 3,896 | 3,849 | 3,185 
1,273 | 2,774] 1,307] 1,089 | 1,109 | 1,912 | 873 | ‘991 
1,670 | 1,479 | 1,676 | 1,666 | 1,622 | 1,904 | 1,988 | 1,168 
142 66 120 52| 268} 935| 967| 130 
3,943 | 5,165 | 4,697] 4,167 | 3,379 | 3,870 | 3,166 | 2,814 
1,687 |_1,356 |_1,631 | _1,656 | 1,728 | 1,198 | 1,242 | 1,138] 


panies. Industry details may not add up b f i i 
Tene gE ees y p because of rounding. For basic 
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the third quarter, but were still running at a level in 
excess of the year-ago quarter. 

The absolute level of cancellations is seen in better 
perspective in terms of the appropriation backlogs still 
outstanding. In the preceding three quarters, cancella- 
tions had represented no more than 4% to 5% of ap- 
propriations outstanding at the beginning of each 
quarter. In the third quarter, this ratio was under 3%. 


More Plus Signs in Approvals 


New appropriations approved by the 500 cooperating 
companies fell only 10% as compared with the cor- 
responding quarter a year earlier. While this represented 
the ninth successive year-to-year decline, the appropria- 


Changes in Appropriation Approvals 


1’57 | 10’57 | II1’57 | IV ’s7 | 1’58 | IL ’58 | III 58 
1’56 | 1156 | I1’56| IV’5e | 17°57 | 1157 | W’57 


Nondurables. . 12 | —19 | —35 | —13 | —33 | —34 | —17 


tion cutback was significantly less than it had been in 
the preceding five quarterly comparisons. Eight out of 
the fifteen separate indusirial sectors reported approvals 


Table 2: Newly Approved Capital Appropriations 
for Reporting Companies, 1957-1958! 


Money figures in millions of dollars 


% Change 


“58 | 111 ’58 | III ’57 
Ti °57 | Ty°58 | W157 


All manufacturing........... —10| — 8 | —82 
Durable Go0dSiac-. <= e +. 2) —17 | —45 
Primary iron and steel. . . 25 | —37 | —44 
Primary nonferrous metals 86} 183 | —87 
Electrical machinery and 
equipment........... —67 | —46 58 


Machinery, except 


electrical 2.5 steies «= - 63 38 | —60 
Transportation 

equipment? 5 i)... — 2| —12 | —62 
Stone, clay and glass 

WOT OMUGLS aieia\-/-)0le < <106 2 20 47 | —19 
Fabricated metals 

PUOMUCLS as acre «21 - 13 | —29 
Other durable goods’... . —18 | —381 

Nondurable goods......... 2) —19 

Food and beverages..... 25 63 
Textile mill products. ... 57 | —24 
Paper and allied products 9 10 
Chemicals and allied 

jpRoeire tle 6 Aqheop do ae —16 | —24 
Petroleum and coal 

Products acsascle «6. = — 4) —29 
Rubber products........ 41 | —35 
Other nondurable goods’. 63 | 140 


1 Based upon 500 reporting companies. Industry totals may not add up because of 
rounding 

2 Including motor vehicles 

3 Includes lumber products, furniture and fixtures, instruments, ordnance and 
miscellaneous manufactures 

4Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 

Source: THE ConFERENCE BoARD 
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higher than a year earlier. In the second quarter, only 
four industries had reported appropriations higher than 
a year ago; in the first quarter, only one industry fell in 
this select group. 

Even more important, the appropriations approved by 
the durable goods group in the third quarter were higher, 
even though slightly, than a year earlier. This was the 
first plus sign in such year-to-year comparisons since the 
second quarter of 1956. In the hard-goods industries 
higher appropriations than a year ago were registered 
by the iron and steel, nonferrous metals, nonelectrical 
machinery, stone, clay and glass, and fabricated metal 
products industries. 

The plus signs reported in the third quarter make for 
encouraging reading. The iron and steel industry had its 
second consecutive increase over the year-ago rate, fol- 
lowing six out of seven quarters of decline. In the non- 
ferrous metals industry, the third-quarter hike repre- 
sented the first increase following seven out of eight 
quarters of decline. In the nonelectrical machinery in- 
dustry, the increase was the first after four straight 
quarters of cutbacks. (Text continued on page 524) 


Table 3: Outstanding Capital Appropriations for 
Reporting Companies, 1957-1958! 


Money figures In millions of dollars 


No. of Quarters 


% of Commitments 
End of: Change} °F Expenditures 
Ill ’53 | Represented by 
il 57 Backlogs 
III ’58 | III 57 Ill ’58 | Il 57 
All manufacturing......... 4,932 | 7,068 | —380 | 3.3 3.2 
Durable goods........... 2,762 | 3,754 | —26| 4.6 3.6 


Primary iron and steel. . 1,284 1,565 | —18 5.7 3.9 
Primary nonferrous 


metal s\avags mr oteniecie see 264 534 |} —51 5.7, 3.0 
Electrical machinery and 

equipment.......... 464 620 | —25| 4.8 5.0 
Machinery, except 

electrically ces steak 314 384 | —18 | 4.8 4.9 
Transportation 

equipment?......... 115 247 | —53} 1.8 24 
Stone, clay and glass 

PROCUCTS He eee 179 258 | —31 | 3.4 2.7 
Fabricated metals 

DLOdUCtS aes eee 75 68 10 | 2.6 2.0 
Other durable goods’. . . 66 77 | —14] 2.6 2.4 

Nondurable goods........ 9,170 | 3,814 | —85 | 2.5 2.8 

Food and beverages....| 168 181|—T7| 24 2.7 
Textile mill products... . 42 71 | —41] 1.4 1.9 


Paper and allied products} 232 313 | —26 | 3.9 3.0 
Chemicals and allied 


WLODUCES clas keine o.610% 764 | 1,425 | —46 | 2.9 4.0 
Petroleum and coal 

Products asa sci ko). 845 | 1,153 | —27 | 2.0 2.2 
Rubber products....... 73 135 | —46 | 2.2 2.3 


Other nondurable goods? 46 36 28 | 4.6 3.0 


1 Based upon 500 reporting companies. Industry totals may not add up because of 
rounding 

2 Including motor vehicles 

3 Includes lumber products, furniture and fixtures, instruments, ordnance and mis- 
cellaneous manufactures 

4Includes apparel and related products, tobacco, leather and leather products, 
printing and publishing 

Source: Tue Conrerence Boarp 


Table 4: Capital Appropriations for Reporting Companies, 1956-1958, by Quarters? 


Millions of dollars 


Aut MANUFACTURING 


Openingibacklog’s somes criss. sets shears erento siateenel ar diraey si 6,040 | 7,708 | 8,158 | 7,928 | 7,476 | 8,635 | 8,039 | 7,065 5,945 5,957 | 5,347 
Newey Ponca BBS 2 RS car a oR ER A Me io Mn Tr CaCO ke 3,516 | 2,687 | 1,964 | 2,265 | 3,400 | 1,947 | 1,320 | 1,521 | 1,923 1,291 | 1,193 
Conymitled ors Pent reine eyoiatans isis 0 agora le 21 eiake Meee ole p= ya 1,779 | 2,154 | 2,088 | 2,568 | 2,127 | 2,390 | 2,217 | 2,836 | 1,591 1,643 | 1,479 
(Hi REE Oe eee oo Ome DO GT On Cary Ocean mec otn ioe 71 8&9 100 172 80 160 &9 301 298 272 136 
(Glasiingeal evel! boy-25 oh amesn aboeoodensun on oud souEoRodcS 7,704 | 8,157 | 7,928 | 7,452 | 8,641 | 8,050 | 7,068 | 5,938 | 5,979 | 5,330 4,932 
[(Capitalsexpenditures «sa: ioyscusr noes see eles sole ol eyeusteareiolelaimjoystele 1,474 | 1,991 | 2,035 | 2,614 | 2,018 | 2,421 | 2,412 | 2,594 | 1,680 | 1,698 1,543] 
DuRas_E Goops | 
Opening! backlog Weer cress cls aetecteateter ote ates ieesenr ner 3,551 | 4,292 | 4,665 | 4,402 | 4,309 | 4,562 | 4,316 | 3,757 | 3,225 | 2,945 | 2,864 
ISGaahy Bia) denise io gah oR onnec oe ooecanoos oct bods | odor 1,654 | 1,481 753 | 1,304 | 1,311 97 531 686 526 647 539 
OEE ODF NGL 6 SAAR AS 66 SOc OUR OnO II ooEOnAeoooc 891 | 1,075 962 | 1,828 | 1,027 | 1,145 | 1,052 | 1,099 691 680 602 
Canceled ah. estes cele Sioisie Puigisreats ieee ele ane aRe HeaRee te 28 32 50 67 30 62 50 99 109 48 37 
Closing backlog aati. oer tate lei Sessile oie olegaeve uaa aG 4,288 | 4,663 | 4,400 | 4,307 | 4,564 | 4,327 | 3,754 | 3,236 | 2,952 | 2,863 | 2,762 
[Capitaliexpenditures® 21-2 ose cise. hae ofa hi enecaieielg ele 682 959 992 | 1,362 | 1,013 | 1,207 | 1,180 |} 1,283 782 768 686] 
Primary iron and steel 
Opening backlog ree cip entices ne ictetavs cyere staisiensisinis 67 eis) ce ® 1,552 | 1,774 | 1,855 | 1,718 | 1,773 | 1,894 | 1,805 | 1,565 1,326 | 1,185 | 1,289 
New Via DDLOVEG om atertes cts ela «eit arcie tetiain see aiatele cia fiatone 469 402 165 479 451 316 176 217 131 350 220 
GCominitiedn Orgs penta ienictle.s lle cies «celeron bel « cho oe 247) 817| 800) 416) 329 402) 405 437 263 Q42 22h 
(ETO Noes. ore Birdy Rey MG ERO CRORE I REE OR ee 1 4 Ig 8 1 3 12 6 9 4 a 
Glosingibacklogenn case onctect cine caries eee tent rence setae 1,773 | 1,855 | 1,718 | 1,772 | 1,894 | 1,805 | 1,565 | 1,340 | 1,185 | 1,289 | 1,284 
[@apitaliexpendittures:. sanrtager.cs toe acces + eeu cutee cere 192 289 capil 472 $25 425 430 480 286 288 246] 
Primary nonferrous metals 
Opening backlog aes queer ck sicrshe e ateke cee eet her 409 552 903 842 729 658 692 534 459 383 279 
ING WAYS DDEOV CG 5 ole sig eit pease tia e ecejain = nein el einirie eine 227) 489 73 56} 117} 199 95 97 58 12 34 
Comat CQtOT Le DEN Ache rcONet A Sen tris teevtne BOS i nO StL 78| 180| 184). 187} 185); 158); 180) 253) 124\ 109 46 
Canceled Cees eWer cect ons. ote ater.c ala, 3) euaregeracershceeter +6) ¢ byaretens checotshers 6 9 1 12 4 7 19 9 8 3 
Closingwacklog ser «eeepc oa see wrecls Lok ie lees enews 551 903 841 729 658 692 534 458 384 279 264 
[(Capitaliexpenditires cartes bess vid avn weeks ras errs 75 96} 116} 140; 156] 191; 188) 182] 113 87 72] 
Electrical machinery and equipment | | 
Opening backlog. e..ccte acca tees Stee ee 397 | 487] 511] 547] 650; 690] 612| 620) 547] 542] 529 
Newly SDDIOVed . yew el au. Sexe de eu phnad rash. mana 185; 168] 160] 287) 166 84] 133 86 74 82 44 
Conriilearon Spent werent nen ec meee cre nie tries ee 99) LSo\—1IS | 162) “L164 TSO fee tee tos: 66 82 97 
Canceled Seatelsiaioc eters: srovalera totatareetaiels se guatetviecate eoteee ae trots one 6 7 6 20 10 22 14 21 12 13 13 
Glosingibacklogaemer 2: dats cr. tits ete cien sere amas 487| 511} 547) 650] 690] 622 547; 542] 529] 464 
[Gapitaltexpenditurés sere 1 att ote ete te eas 68 113 129 172 94 123 159 79 97 110] 
Machinery except electrical 
Opening backlog series ce wach esa eae oo eee 208 | 842} 338 315 317| 431 313 301 
Newly SD PLOV Ed 5 Bete. cs ces Oath Wench tee ees 211 79 69} 161} 216] 121 58 80 
Comniiitediorsspent sre een oc ce ote ee te 76 &3 89| 147| 100| 118 67 66 
GEIS 7 Sai ac Ui ies Re Sache” Ae i ace tw 3 2 g 9 4 1 
Closing! backlog Steve-o sic gin s.c lta cae see oT 339 | 336] 315] 320 300} $14 
[Gapitallexpenditures'’=. tose ccc aon eee eee 67 we 75| 108 86 72] 
Transportation equipment including motor vehicles 
Opening backlog sama. et hones eee eee 463 | 486] 387] 348 178! 152 
Remy Approved asit9 | deers ale se netomat 282] 116] 104] 162 49 43 
Committediorsepentmeet tote on eee ee 249| 208| 188) 167 64 63 
CONCHA. Ne psis dha @ Ute th os ois So dee Pee 10 iy i 10 12 17 
Closing’ backlog agate ee ln tiies coe ee 486 | 387} 346] 332 151 115 
[Capital expenditures: 32/5... shod ee ee, 150} 201| 218) 227 75 70] 
S ons clay on glass products 
IDEDINPEDACK LOR: gine manta. Sere hdea ice Re 381] 446] 46 
INewlysap proved 1 Fr cctsk troaan ects oe eee eer rs a 


iS) Cw Ree: Sele! To fel) Rite 'elfe\eue) \pliele)(e¥al belle) ier is} warbie 


wis eel ow wie) 0 feller Urs 
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Table 4: Capital Appropriations for Reporting Companies, 1956-1958, by Quarters!—continued 


Millions of dollars 


1956 1957 1958 
I II iit IV I Il Ill IV I I Ii 
Fabricated metal products eos | Sea ieee Meee oe 
Opening backlog: wen tek ake: coh ccc ee ee 87 133 eae) 108 76 107 87 68 56 92 85 
Newly approved aN a: /s Paella) o' sie ciate! oe) ate eel re teers Rea iat 74 32 Q1 87 69 Q1 15 83 61 16 18 
Canenitiedionss pente mn + Biante sei ce eek 28 86 31 66 38 41 84 36 24 Qh 29 
Ee ee ee a ee ane 1 1 tf i 1 a a 10 1 a a 
losingappoklog Meo act coe eee re eee 182 126 108 78 107 87 68 56 92 85 75 
PB Mita expenditures s.0 6 i et.0 hee sey tine cies se eS ea ee 22 80 33 51 36 48 40 39 31 $1 $1] 
Other durable goods? ’ 
Onepinpthacklog ss. s..vtaters S)icr92h wd eho he Noes 55 72 79 83 81 89 88 77 75 73 71 
Newly. APDROV CH Cee eM, oc eo < § Od. OR eae. . 44 50 85 52 44 35 24 45 26 98 23 
ODT EN ie Si. Boe Oe ee ee as Oe eee 25 42 28 48 Sh 38 $2 34 26 27 25 
Canceled 3 ot GLI > ORS OC, CMRI A earache Cees Ce grad Pee 1 ul 1 4 1 1 2 6 8 i gf 
eo TONEN FEI DACK OR AH mete ca by neh. och: Bn see ace tastes ¢ 72 79 83 80 89 88 ay, 75 73 71 66 
(Capitaexnendituress sot nr ee ee 2g 26 30 44 31 34 85 35 $2 30 27) 
NoNnDURABLE Goops 
SPSS Sl Gk Re er ee ee hes ee 2,489 | 3,417 | 8,493 | 3,526 | 3,166 | 4,073 | 3,723 | 3,308 | 2,719 | 3,011 | 2,483 
I CMENEADPLOvE et. eee: one ret ot keene Seer 1,862 | 1,206 | 1,211 961 | 2,089 975 789 835 | 1,397 643 654 
(EES GO DES LUS, IG 1) ee Ee ee 888 | 1,080 | 1,126 | 1,241 | 1,099 | 1,245 | 1,165 | 1,288 | 900) 962| 876 
EAD. am Reem 2 ARES es SE eee, eae AE ecg mE 43 57 60} 1065 49 98 89} 202) 190| 224; 100 
(OUTER TNTP Ca CEL (OY Res = cae SC eg em eg a 3,417 | 3,493 | 3,528 | 3,145 | 4,077 | 3,724 | 3,314 | 2,702 | 3,028 | 2,468 | 2,170 
iGanitalexmendttires erst = ie hee eee. ee ie... 792 | 1,032 | 1,043 | 1,252 | 1,004 | 1,214 | 1,232 | 1,311 898 929 857] 
Food and beverages 
MOpentgibacklogaes sas A PA ek Pe ee 8 177 205 218 182 179 195 166 181 160 194 166 
evel approved aces. seadias 2 ois obs. eure dices 84 82 40 73 91 52 85 60 96 59 74 
PE WRUREILER ORB DETIO cists, 0 asole onacaininnrm sbema aby ale, ook Me eas Ts 55 69 69 78 71 Hii 68 69 59 8h 71 
CER OS be Ss) EE RS A ae oa ial SE ie ie a i 2 4 4 2 3 g 18 8 2 i] 
RE crsIFi ICRIOM oe Sea ayo, «are oe oo as eg oc 2 4's sisioonebers eae 204 216 180 179 195 166 181 160 194 166 168 
Ap Mex De nGILUTCR Sere apices «cise > um Sle ens <a ireyeun's 4.3 48 68 75 80 66 83 76 70 58 75 74] 
Textile mill products 
GES Er eT a ey es ee cA See ae ee 116 170 157 141 115 103 89 70 54 48 41 
in ara ie re 95| 36| 34| 93] 37| 29] 92] 92] ea] a1] 33 
COT AEA OFS PENE SOR ns ote NOD 6 ale oa ee Coen BoE 39 50 50 47 45 42 38 36 Be 28 30 
Canceled Sed ak ie cane Bosh UBS ob iets datas Ase 43956 2 2 a 1 2 i 2 1 2 1 1 
(OS RS LAR GH GY i PY a anes SI ee na SU en Ale 170 154 140 116 106 89 71 56 48 40 42 
(Capiallexpenditares™ Wiis -;22200E. oun ee WE Eee. 38 45 49 57 40 42 40 41 30 28 27) 
Paper and allied products 
MTV NIRS MO CHAOS cs tee gfe caekeln pias Scie gain ehcuri pains eye¥ataions 386 486 | 487] 479 439 465 373 312) S07 266 243, 
atop nile I a gills OE a 189] 89| 141] 75| 128] 42] 46| 80] 46] 44] 43 
CUA EEE Tie UTD GOCE IE OE ORCL PRE FRO A AC AIO 8&9 88| 148) 114 97) 126.) 104 99 83 65 59 
ORE GTCTES 3 SR, I A ee 8 ether ae 1 a 1 3 4 6 6 Hf 4 2 Q 
Closing bacislonty tye tire. ogeks say «ee © Siena pais eialanerds 485 487 479 439 465 375 313 286 266 243 232 
[Capital expenditures. .......6...ccccseeeeelacceeeneens 74| 100] 108] 122] 100] 120] 112] 113] 80] 69] 63] 
Chemicals and allied products 
Os cee backlog. tk PS AE cota RMI ER ET ere 769 925 | 1,074 | 1,355 | 1,378 | 1,608 | 1,549 | 1,421 | 1,217 | 1,116 886 
DNewilyttD proved sc akscco o dois «cs nteidh sie ekd,sele eins chal AN y 343 398 546 323 479 $13 239 234 239 164 138 
OG TABUALCOD OTIS CTU die waite oiayo es « che oso aye Sita Hiaconaiah sau areaay eS 178| 285| 245) 294) 243) 82@4| 857) 409) 269) 279) 260 
(Ol TARE hares: CGS Ane SIS A ie cn. CR I eae SIO 11 13 15 28 o) 49 6 28 61 131 9 
GlosmysOACklog es «(tase sa chm, « oie 5 does op aera «Qa 924 | 1,075 | 1,360 | 1,355 | 1,608 | 1,548 | 1,425 | 1,217 | 1,127 871 764 
[Capital EXPEMOIEULES AA siatiss <a ait ee cieteteentate sia yete = 176 229 230 300 248 827 366 417 Q71 278 | 259] 
nd coal products . 
one tte ie RES EI or cyl oeieia elsterd are diel ate sear eaeemeeats 918 | 1,445 | 1,379 | 1,203 908 | 1,531 | 1,366 | 1,152 844 | 1,256 | 1,031 
INewhy approved ata. fic ietletl dn ills ciclels «sue «leis isle Sees’ 1,039 536 404 407 | 1,268 466 331 392 946 Olt 303 
(Ober ARNG TILL EOI SIO OR OIG ORT E OO OOOO DON CaO ci 481 671 553 639 588 610)| 628); 562| 410| 459) 413 
(SRL CAN a? pose he EL RENE Solace NOOO er rer Te: 26 36 28 67 29 38 SO TAA NS Sats ie) 8&2 75 
ise beeidae dette en cece 1,447 | 1,380 | 1,203} 910] 1,532 | 1,868 | 1,153] 845 | 1,261 | 1,031| 845 
[Capital expenditures . 2.0000 oe ee ee ee 416 532 529 622| 493 576 572 600} 407] 428] 399] 
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Table 4: Capital Appropriations for Reporting Companies, 1956-1958, by Quarters!—continued 


Millions of dollars 


Rubber products 
Openingibacklogh. emits cats ns «oe ielsie ets eee re iersiaae 114 
INGwlydap proved tear. niece ore ore ce tok=-ofeialolela\ sleleyereter le eretetete 92 
Commuittedionispentamr inci icrsertieierete oltele ketal ane 86 
(HCG Ae och Bro GRAS O ACOA OER SRO OCHO ce. On 2 
Glosingabacklogireen.siairettersa cle rei clel vroesfeyeofelerete tere ctstantoiy 168 
[Capitalrexpenditwress cere crete eee «esate stoke ans efecereyeielorcl 34 

Other nondurable goods* 
Openingibacklogmr amis creer cs eterce sere relereiercl shale Nelor oletereratats 8 
INewlygapprov.ed seis «yeti se ae cet si slero1si0 «leks ehers ele olatete/er 20 
Goimmuttedorss pentane atone ce Petes a ctertete «| ototeleteore oteeeverel 2 10 
(QHEDOGION. 3-5 aati Bid 6 ao COLOR ab Boe Or Cee OGG athe a 
Closingibacklog Batic .cyaite <a staes es eiele cies seis oe elsterelars 18 
[Capitalexpendituresimerrsn ciate iets ase aisle erste cls sere oe 6 


1956 1957 1958 


15 11 11 23 10 24 8 9 16 26 
13 11 ed 12 i4 12 12 13 12 10 


8 8 11 12 15 15 15 12 15 13] 


deanna eee eee ee a ee 
1 Based upon 500 respondents. Industry totals may not add up because of rounding. Opening backlog is defined as approved capital appropriations outstanding at beginning of 
quarter. Closing backlog is defined as approved capital appropriations outstanding at end of quarter 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


a—Less than $500,000 
For 1955 data see The Business Record for September, 1958 


In the stone, clay and glass and fabricated metal prod- 
ucts industries, the third-quarter jump was the first after 
eight straight quarters of cutbacks. On the other hand, 
electrical machinery appropriations fell for the seventh 
consecutive quarter, while approvals in the “miscel- 
laneous” hard-goods group dropped for thesixth straight 
quarter. 

In the nondurable goods industries, third-quarter ap- 
propriation approvals were higher than the year-ago 
rate for the textile, paper and miscellaneous groups. In 
the textile industry, the hike was the first after nine 
consecutive quarters of cutbacks. In the paper industry, 
the most recent increase was the second consecutive one 
following six out of eight quarters of decline. On the 
other hand, the most recent drop in chemicals and 
petroleum represented their sixth consecutive quarter 
of appropriation declines. In the rubber industry, ap- 
propriations have fallen in the past four quarters. 


Quarter-to-quarter Comparisons Improve 


For all the reporting companies, the decline in ap- 
propriations from the second to the third quarter this 
year was less than the decline from the second to the 
third quarter last year. 

This was true for the durable goods and nondurable 
goods groups as a whole. Eleven out of the fifteen 
separate industry groups had a better second- to third- 
quarter comparison this year than last. One group was 
about the same, and only three industries had a worse 
comparison this year than last. For two industries in 
the last category, it was a matter of a smaller increase 
this year than last. 

In the soft-goods group appropriations actually rose 
from the second to the third quarter. In such industries 
as textiles and rubber, appropriations rose sharply, 


Source: Tor ConFERENCE Boarp 


while they were falling over the corresponding periods a 
year earlier. Four industries had similarly rising ap- 
propriations in the hard-goods group this year com- 
pared with declines last year: nonferrous metals, non- 
electrical machinery, stone, clay, and glass, and fabri- 
cated metal products. 


Striking Diffusion Improvement 


The 500 companies reporting information for the past 
fifteen quarters have been classified into three cate- 
gories: those with increases; those with decreases; and 
those reporting no change. Here each company is 
counted as one unit, without regard to the size of its 


Percentage of Companies with Higher and Lower 
Appropriations 


No Change. .. 
Durables mfg. 


No Change... 
Higher....... 
No Change... 


dollar appropriations. The resulting trend is perhaps 
the most persuasive evidence of a turning point in the 
appropriation trend. 

For the first time in the published data for this survey 
the proportion of companies reporting higher appro- 
priations compared to the year-ago period rose over the 
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preceding quarter.! (See chart.) The last time this hap- 
pened was in the fourth quarter of 1954, according to 
our unpublished data based upon a smaller number of 
companies than currently reporting. 

' The number of companies reporting lower appropria- 
tions compared with a year ago outnumbered the com- 
panies registering higher approvals by only three per- 
centage points. This net difference was —29% in the 
second quarter of this year, and —34% in the first 
quarter. The number of companies reporting higher ap- 
propriations than a year earlier now falls midway be- 
tween the number in this category in the first and second 
quarters of 1957. 

In consonance with dollar movements, improvement 
in the diffusion of appropriations approved by the hard- 
goods group was striking. The net difference between 
the proportion of these companies reporting higher and 
lower appropriations in the third quarter was —5%; 
in the preceding quarter this difference was —37%, and 
in the first quarter it was —41%. 

In the soft-goods group, the improvement was less 
dramatic, partly because the number of companies re- 
porting higher appropriations had not dropped so 


SURVEY CAPSULE 


The third quarter of 1958 evidently was the turning 
point in capital appropriations. The long decline has 
stopped, and a new upswing in capital appropriations 
is in the making. 

This is the tentative result that emerges from reports 
submitted by 586 companies in the tenth of a continu- 
ing quarterly survey of the 1,000 largest manufactur- 
ing companies conducted by THE CoNFERENCE Boarp 
with the financial sponsorship of Newsweek magazine. 
(Reprints of earlier reports are available upon request.) 

New appropriations in the third quarter of 1958 
were down 8% from the second quarter, a less than 
seasonal decline. Compared with the third quarter a 
year ago, new appropriations were down only 10%, 
whereas the year-to-year drop in the second quarter 
had been 34%. Still more encouraging was the trend 
in cancellations, which were one half the second- 
quarter level, although still higher than a year ago. 

Backlogs continued to fall sharply. Compared with 
a year earlier, backlogs were off 30%, while the year- 
to-year comparison in the second quarter showed a 
decline of 34%. As expected, capital expenditures con- 
tinued to fall in the third quarter, although at a re- 
duced rate. 

The improvement in the diffusion of appropriations 
was striking: in the third quarter, 45% of the com- 
panies reported higher appropriations than a year ago, 
compared with only 33% so reporting in the second 
quarter. Thus, for the first time in the published data 
for this survey, the proportion of companies reporting 
appropriations higher than a year earlier rose over the 
preceding quarter. 
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Backlog Rates Are Same or Higher 
Than They Were Year Ago 


UNSPENT BACKLOGS 


SPENDING: 


2 BACKLOGS: 
UNCOMMITTED BACKLOGS| f SPENDING 
COMMITMENTS 


1955 1956 1957 


For basic data, reported by 170 companies with both commitment and expenditure data, see 
table 5. Backlog rate is defined as the ratio indicated on the chart; the backlog refers to 
end of period; the denominator of each ratio refers to current quarter 


Source: The Conference Board 


1958 


sharply as in the case of the hard-goods group. The net 
difference here was —2% in the third quarter, against 
— 20% in the second, and — 24% in the first. 

This marked change in the diffusion of new approvals 
corroborates the judgment expressed earlier of a turn 
in the appropriation cycle. Whatever hesitancies there 
may be concerning seasonal adjustment factors and 
year-to-year and quarter-to-quarter comparisons, the 
striking improvement in the diffusion of new approvals 
clearly points to a period of improving appropriations. 


Smaller Backlog Cutbacks 


The steady downhill march of backlogs has been re- 
versed for the first time in over two years. Starting with 
the first half of 1956 as compared with the same periods 
a year earlier, backlogs were whittled down. By the 
second quarter of 1957, the comparison had turned 
negative. The largest minus year-to-year comparison 
came evidently in the second quarter. In the third 
quarter, the backlog decline became less severe. 


Changes in Outstanding Appropriations 


This reversal in backlog declines occurred entirely in 
the hard-goods industries. On this basis, the decline in 
the rate of backlog cutbacks was more than nominal. 
On the other hand, the backlog losses for the soft-goods 
group continued in the third quarter at about the same 


1 For earlier comparisons, see The Business Record, June, 1958 
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Table 5: Capital Appropriations for Manufacturing Companies (A) Reporting on a Committed Basis, and 
(B) Reporting on a Spent Basis, 1955-1958, by Quarters 
Millions of dollars 


A. COMMITTED BASIS 


a 
1955 1956 1957 | 1958 
I II Ul IV uM II lil IV I i | it IV rf II Il 
Aut MANUFACTURING 

Openingibacklogm. s-a.9- oo 805 | 1,223 | 1,239 | 1,379 | 1,555 | 2,267 | 2,235 | 1,929 | 1,718 | 2,249 2,090 | 1,753 | 1,433 | 1,779 | 1,506 
Newly approved.............. 1,031 710 835 928 | 1,563 832 468 705 | 1,403 689 339 420 905 315 275 
Committed sane oe cose eee 676| 686| 652| 707) 827) 838) 743| 841) 845) 796| G643| 641) 485| 602| 421 
Garicel cd eee sn athe saree cs rosetele 82 16 31 44 26 93 BL 70 95 61 85 121 76 88 70 
C@losingibacklogi ei. lie 1,228 | 1,231 | 1,391 | 1,556 | 2,267 | 2,236 | 1,927 | 1,722 | 2,247 | 2,090 | 1,750 | 1,410 1,778 | 1,504 | 1,291 
[Capital expenditures.......... 374 463 501 621 530 681 708 895 736 828 842 598 575 558 503] 
Durables 

Opening backlog............ 623 700 769 | 1,001 | 1,291 | 1,480 | 1,549 | 1,435 | 1,442 | 1,578 | 1,536 | 1,342 | 1,170 | 1,045 977 

Newly approved............ 368 468 605 784 707 607 307 568 627 458 201 240 180 186 161 

GOTATUULEDS ras oss, fotararcteus 27h 395 349 471 504 626 410 629 479 461 879 871 24h 221 181 

Gancel eda nesretn re eee pe 9 11 Qh 16 13 11 95 13 39 19 43 61 28 21 

Closing backlogya, .. 2. 0--m- 700 762 | 1,014 | 1,290 | 1,479 | 1,547 | 1,435 | 1,447 | 1,577 | 1,536 | 1,339 | 1,168 | 1,044 976 936 

[Capital expenditures........ 176 206 240 328 301 411 440 566 465 523 509 555 335 309 266] 
Nondurables 

Opening backlog............ 182 524 470 378 265 787 687 494 Q77 671 

Newly approved............ 663 Q42 230 144 856 995 162 137 775 231 

Committed eee ee cen 302 291 303 236 823 313 833 312 366 335 

Canceled Rese ee hia Fee 16 6 20 20 10 aay 23 4h 18 IZ 

Closing backlog. .3 2 = .5-2- §28 468 377 266 788 689 492 275 671 554 

[Capital expenditures........ 198 Q57 261 293 229 270 268 329 271 304 


Ati MANUFACTURING 


Opening backlog............ 2,851 | 3,465 | 3,763 | 4,028 | 4,485 | 5,441 | 5,923 | 5,999 | 5,758 | 6,386 | 5,949 | 5,312 | 4,512 | 4,178 | 3,841 
Newly approved Pn re oe 1,384 | 1,308 | 1,204 | 1,692 | 1,953 | 1,855 | 1,496 | 1,560 | 1,997 | 1,258 981 | 1,101 | 1,018 976 918 
Capital expenditures......... 720 947 916 | 1,191 941 | 1,310 | 1,327 | 1,719 | 1,282 | 1,593 | 1,570 | 1,696 | 1,105 | 1,141 | 1,040 
Canceled eee nk Maan Tee ee, 47 63 30 62 46 66 66 102 66 109 64 180 222 184 66 
Closing backloge oe... 4e-5- 3,461 | 3,763 | 4,015 | 4,482 | 5,437 | 5,921 | 6,001 | 5,730 | 6,394 | 5,960 | 5,318 | 4,528 | 4,201 | 3,825 | 3,641 
Durables 
Opening backlogene sce 1,278 | 1,654 | 1,929 | 2,097 | 2,260 | 2,812 | 3,116 | 2,967 | 2,867 | 2,984 | 2,780 | 2,415 | 2,055 | 1,900 | 1,887 
Newly approved Ar Go Baro 668 629 551 702 947 874 446 736 684 513 330 446 346 467 "378 
Capital expenditures......... 281 838 865 608 381 648 652 796 548 684 671 728 447 459 420 
Canceled steak dd bee re ee 9 12 14 3h 13 19 389 42 U7 93. 31 56 48 20 16 
Closing backlog............ 1,654 | 1,936 | 2,100 | 2,257 | 2,809 | 3,116 | 2,965 | 2,860 | 2,987 | 2,791 | 2,415 | 2,068 | 1,908 1,887 | 1,826 
Nondurables bi 
Opening backlog............ 1,573 | 1,810 | 1,833 | 1,931 | 2,224 | 2,630 | 2,806 | 3,032 | 2,889 | 3,402 | 3,169 | 2,897 | 2.455 
Newly approved............ 716| 679| 653| 990] 1,006] 981] 1,049} 824|1,314| 744] 6511 656] 672 es np: 
Capital expenditures......... 489 609 661 684 663 762 780 923 733 910 899 968 659 680 619 
Canceled 5 Ae eee 39 52 16 28 33 | ~« 46 83 61 36 85 22 124 176 164 61 
@losingaback logement crt 1,807 | 1,828 | 1,919 | 2,225 | 2,629 | 2,804 | 3,036 | 2,870 | 3,406 | 3,170 | 2,903 | 2,460 2,294 | 1,940 | 1,816 


: bles $8 dean 0 a : aay 5 é ee ae 
ie AOpen is defined as approved capital appropriations outstanding at beginning of quarter. Closing backlog is defined as approved capital appropriations outstanding 


A. Based 170 respondents. In this cat i i i aeer . 5 : . 
are sed whos pondents. In this category are companies that expire their appropriations when committed. In other words, their backlogs are in terms of uncommitted 
B. Based nm 330 dents. I i i i i On . ° 
ae ased upo respondents. In this category are companies that expire their appropriations when spent. In other words, their backlogs are in terms of unspent appropri- 
Source: Taz ConreRENcr Boarp 


rate as in the second. For the first time in the capital earlier: fabricated metal products and miscellaneous 
goods recession, the year-to-year decline in durable nondurables. Also, six industries reported smaller back- 
goods backlogs was less than for nondurables. log losses in the third quarter than in the second: iron 
This slowness of response in backlogs is not surprising. and steel, nonferrous metals, nonelectrical machine 
The third-quarter improvement in new approvals was stone, clay and glass, textiles and paper. : 


only moderate. Backlog changes typically lag behind “ 
current activity, whether .it be in unfilled orders as Back to Mid-1955 Levels 

contrasted with new orders, or appropriation backlogs The continuing decline in backlogs by the end of the 
compared with new approvals. Only two industries had third quarter of 1958 has brought them back to the level 
backlogs higher at the end of last September than a year prevailing at midyear 1955. For durable goods, the latest 
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backlog figure was somewhat higher than in mid-1955; 
for nondurables it was somewhat lower. 

Among the durable goods industries, the third- 
quarter backlogs were at the level of the end of the first 
quarter of 1956 for electrical and nonelectrical ma- 
chinery. In fabricated metal products, the latest back- 
logs were back at the year-end rate of 1955. In iron and 
steel and miscellaneous durables industries, the Sep- 
tember backlogs were at the level of the end of the third 
quarter of 1955, while for nonferrous metals, itwasatthe 
mid-1955 rate. For transportation equipment and stone, 
clay and glass, the latest backlogs were below those ex- 
perienced since the start of 1955. 

In the nondurables sector, the miscellaneous group 
had backlogs at a new high. For the others, the backlog 
rates all go back to levels prevailing in 1955. For food 
and chemnicals, these were at year-end-1955 levels; for 
paper, at the mid-1955 rate; and for petroleum and 
rubber, at the first-quarter total of 1955. 

Backlogs fell during the third quarter by about $400 
million; a year earlier the decline was almost $1.0 
billion. The decline for durables this time was about 
$100 million against almost $600 million a year earlier. 
Backlogs in the iron and steel industry were essentially 
unchanged during the third quarter, while for nonelec- 
trical machinery, they actually rose. In the nondurables 
sector, backlogs fell by about $300 million in the third 
quarter; a year earlier, $400 million. Backlogs declined 
except in textiles and food where they were steady, and 
miscellaneous where they rose. 


Modest Improvement in Backlog Diffusion 


As in the case of new approvals, further perspective 
is added when the 500 companies are counted as units. 
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The end of further declines was accompanied by a 
modest improvement in the number of companies re- 
porting backlogs higher than a year earlier. 

The backlog diffusion improved more for the durables 
than for the nondurables group. This bears out the 
earlier finding of a smaller backlog loss for the hard- 
goods group than for the soft-goods industries. The im- 
provement in the durables’ backlog diffusion was the 
second consecutive one following nine quarters of de- 


Percentage of Companies with Higher and Lower Backlogs 


L257, | 157 I’58 | I1’58 | IIl’58 
1’56 | IL ’56 1757 | IL ’57 | I11’67 
All mfg. 
Higher:...... 49 43 33 28 29 32 
Wowersen ee 48 53 61 68 66 62 
No change... . 3 4 6 4 5 6 
Durables mfg. 
Higher....... 48 41 29 23 26 80 
Mower waevesn 48 54 64 72 68 63 
Nochange.... 4 5 tf 5 6 ti 
Nond’bles mfg. 
Higher....... 50 46 40 33 31 33 


Ree nie 64 64 61 
3 5 6 


cline. The improvement in the nondurables diffusion 
was the first in the past eleven quarterly comparisons 
available with the published information. 


Backlog Rate above 1957 Level 


The rate of backlog at the end of September was 
slightly above a year earlier. These rates show for how 
many quarters the appropriation backlog will last at 
the current rate of spending or commitments. 

The backlog rate for the durable goods industries was 


Table 6. Backlog Rates on a Spent and Committed Basis, 1955-1958 
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significantly above the level a year earlier. Among the 
individual industries, iron and steel, nonferrous metals, 
fabricated metals, stone, clay and glass, and miscel- 
laneous had backlog rates higher than a year previous. 
The other hard-goods industries—nonelectrical machin- 


Number of Quarters of Commitments or Expenditures 
Represented by End-of-quarter Backlogs 
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ery, electrical machinery, and transportation equip- 
ment—had backlog rates lower than a year ago. 

The backlog rate in the soft-goods group, on the other 
hand, was below that of a year earlier. Only the paper 
and miscellaneous groups had backlog rates higher than 
twelve months ago. 


Appropriations, Commitments, and Spending 


In previous reports in this series, the backlogs have 
represented an admixture of spendingand commitments. 
Some companies have been able to report their com- 
mitments of appropriations. (A commitment is the 
placing of the order after the appropriation has been 
approved.) For these companies, backlogs represent 
uncommitted appropriations. Other companies have 
not been able to report commitments. For the latter, 
backlogs represent unspent appropriations. In the 
second group, appropriations are expired only when spent. 

For the first time these two groups of companies have 
been separated. The resulting figures shed considerable 
light on some of the problems raised with us by users of 
the previous appropriation survey reports. The new 
basic data are shown in table 5. In this table, section A 
covers the reported figures for the 170 companies that 
expire their appropriations when they are committed. 
For these companies, the closing backlog represents un- 
committed appropriations. Group B in table 5 covers the 
330 companies that expire their appropriations when 
spent. For the latter group, the closing backlogs are un- 
spent appropriations. 


““Cleaner” Backlog Rates 


Backlog rates on this new and “cleaner” basis are 
shown in table 6. These backlog rates represent an un- 
tangling of the average rates shown in the text table 
above and in previous reports, which combine the com- 
panies reporting on a spent, with those reporting on a 
committed, basis. First, consider the backlog rates in 
terms of spending. In the first three columns of table 6 
are indicated the ratios of unspent backlogs to spending 
in the current quarter. The absolute level of these rates 
is higher than the average rates previously indicated. 

On the spent basis, backlog rates reached a peak in 
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the first quarter of 1956 at 5.7 quarters, as shown in 
table 6. On the average of spending and commitments, 
the peak backlog rate was also in the first quarter of 
1956, but only at 4.3. 

A second series of backlog rates has been computed 
for those companies reporting on a committed basis. 
Here the backlog rate can be taken as the ratio of un- 
committed appropriation backlogs to commitments in 
the most recent quarter. These calculations are shown 
in the last bank of three columns in table 6. The average 
backlog rates previously discussed in these reports and 
indicated both in table 3 and in the text table above 
represent an average of the unspent backlogs divided by 
capital spending and the uncommitted backlogs divided 
by commitments. 

The level of the ratios of uncommitted backlogs to 
commitments is lower than the unspent backlog ratios 
to spending. This was particularly true during 1956, 
when the unspent backlog rates were at their peak. That 
year represented the flowering of the capital goods 
boom, when spending lagged behind the appropriation 
and order upsurge. 

Finally, a third set of backlog rates has been com- 
puted in the middle three columns of table 6. These in- 
dicate uncommitted backlogs divided by capital spend- 
ing. This third rate has never been presented previously 
in these reports directly or indirectly. From 1955 
through 1957, the uncommitted backlog ratios to spend- 
ing fell between the unspent backlog ratios to spending 
and the uncommitted ratios to commitments, but in 
1958 have been the lowest of the three. 


Anatomy of Backiog Rates 
This anatomy of backlog rates has been extended to 
illustrate the foreshadowing period of the capital ap- 
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propriation. In terms of spending, the backlog rates 
generally extend between at least three and four quar- 
ters. Over the past four years, only in one quarter was 
the backlog rate below 3.0 quarters. It exceeded 4.0 in 
six quarters, and almost reached 6 in the first quarter of 
1956. 

Time trends in backlog rates now become clearer. 
‘Thus the ratio of unspent backlogs to spending exceeded 
the year-ago rate in the first three quarters of 1956 (see 
chart). With the fourth quarter of 1956 and in succeed- 
ing quarters, the unspent backlog rate was lower than 
the rate a year previous. In the third quarter of this 
year, the downward trend has been halted, with the 
most recent rate equal to that a year earlier. 

The uncommitted backlog ratios to spending gen- 
erally followed the earlier sequence of the unspent back- 
log rates. However, by the first quarter of 1958 the 
downward trend had been stopped, and in the past two 
quarters, the rates have been higher than a year ago 
(see chart). 


Approvals Lead Commitments, Which Lead Spending 


With the separation of firms reporting commitments 
comes an appreciation of the leads between the di- 
mensions of the sector. In a capital goods boom ap- 
propriation approvals surge ahead. Order placing, or 
commitments follow behind. Finally, capital spending 
comes last, after the commitments are translated into 
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deliveries (see chart). By the second quarter of 1957, 
these three elements were more or less in equilibrium for 
the 170 companies reporting all three over the past four 
years. With the decline in appropriations came a decline 
in commitments, while spending continued strong. 
Finally, spending itself was affected and began to drop. 

During 1958, appropriations were below commit- 
ments, which, in turn were below spending—just the 
reverse of the earlier boom period of 1955 and 1956. 
These trends thus corroborate the hypothesis underlying 
the capital appropriations survey: first comes the capital 
appropriation; next, the appropriation is translated into 
an order for plant and equipment; finally, these com- 
mitments become spending when the machinery and 
plant is produced and delivered to the company. 


Commitments Parallel Machinery Orders 


The parallel movements between capital appropria- 
tion commitments and new machinery orders are strik- 
ing (see chart). Despite the fact that the companies re- 
porting commitments number only 170 out of 500 con- 
tinuously reporting companies and are not completely 
representative of the large manufacturing company 
universe of this appropriations survey, the commitments 
reported by these companies suggest that commitments 
are in fact the same as order placement. The new orders 
for machinery indicated in the chart cover both elec- 
trical and nonelectrical machinery, as reported to the 
United States Department of Commerce. This new- 
order series also includes new orders received for con- 
sumer items, such as appliances manufactured by the 
electrical machinery industry, as well as orders on 
government contracts. Even with these additional com- 
plications, the similarities between the capital appro- 
priation commitment series and the Commerce new- 
order figures suggest the usefulness of the former as an 
independent measure of capital goods orders. Further 
analysis will be carried out incorporating other measures 
of capital goods orders such as construction contracts, 
machine-tool orders, structural steel orders, etc. Re- 
weighting of the companies reporting on a committed 
basis to reflect the industrial composition of the 500 
company sample will also be attempted. 


Summary and Conclusion 


The case for the turning point in the capital ap- 
propriations trend has many elements. First is the 
modest rise in the seasonally adjusted rate of new ap- 
provals. Second is the drop in cancellations below the 
peak rates of the previous three quarters. Third is the 
leveling out in the backlog rate. Fourth, and most im- 
portant of all, is the dramatic improvement in the dif- 
fusion of new appropriations. The leveling out in ap- 
propriations suggested in the previous report has been 
followed by the beginning of an upturn. 

Capital spending, on the other hand, continued to 
decline in the third quarter on an adjusted basis, but 


(Continued on page 536) 


Business Highlights 


Employment, Capacity, and the Pace of Recovery 


no longer in question, but it was still possible to 

have some doubts about the rate of improve- 
ment. As in the earlier postwar cycles, the initial spurt 
in activity that typically follows the recession trough 
has been succeeded by a somewhat slower rate of climb 
in October and early November. 

Industrial production, as measured by the Federal 
Reserve index, rose 8% in the four-month period May 
through August. In September and October, the pace 
slowed, the index rising by only one point a month. In 
the six months since April, production rose 9.5%, which 
represents about two thirds of the peak-to-trough loss in 
industrial production during the 1957-1958 recession. 
This recovery rate is somewhat behind the gains in the 
first six recovery months of 1949-1950, but ahead of the 
1954-1955 rate. 


i, eee in November, the business recovery was 


Mixed Performances 


Experience has been far from uniform from industry 
to industry, a fact that has doubtless contributed to the 
variety of business opinion about the pace of the re- 
covery. Steel has leveled off, after a steady recovery 
from lows earlier this year. Automotive production has 
only recently begun to show impressive output gains, as 
strikes flattened activity curves in earlier weeks. Paper- 
board and electric power, two industries with a wide 
variety of industrial customers, have been posting out- 
puts well ahead of both 1956 and 1957 since early 
September. Petroleum output, after climbing steadily 
from early June through late September, edged down 
in October. 

This diversity of industry performance was being 
reflected in a number of broad business indicators by 
late autumn. With the occurrence of strikes in copper and 
automobiles personal income in October fell fractionally 
from September levels. This was the first month-to- 
month decline since February, with an $800-million de- 
cline in the rate of wage and salary disbursements only 
partially offset by a $400-million gain in the rate of net 
income received by proprietors. 

Construction spending in October widened its margin 
of gain over a year ago, running about $1.5 billion, or 
3%, ahead of a year ago. Expenditures for residential 
building were running at a rate of $1.5 billion higher 
than last October, while a $1-billion gain in the rate of 
government spending, chiefly for military housing and 


highways, was offset by a drop of $1 billion in private 
nonresidential spending, with most of the decline center- 
ing in spending for industrial plants. 

After falling behind in September, retail trade in 
October went ahead of a year ago. This gain was made 
despite the continued lag in passenger car sales. 


GNP below Earlier Estimates 


By the third quarter, the total value of goods pro- 
duced and services rendered was running at a $439- 
billion seasonally adjusted annual rate, according to the 
latest Department of Commerce estimates. This gross 
national product figure was $13.2 billion higher than in 
the first quarter of the year, the low point for the reces- 
sion, and about $1 billion lower than the preliminary 
estimates by the Council of Economic Advisers. Mainly 
responsible for the downward revision was a somewhat 
deeper rate of inventory liquidation in the third quarter 
than had originally been estimated. Department of 
Commerce figures show that inventories were being 
liquidated at a $5-billion seasonally adjusted annual 
rate in the third quarter, as compared with an estimate 
that had been made of a $4 billion rate for the quarter. 

In current dollars, the economy had recovered about 
two thirds of its $19.8 peak-to-trough loss in total out- 
put by the end of the third quarter. However, if allow- 
ance is made for price changes, only about one third of 
the loss in physical output had apparently been re- 
covered. Physical value of output fell about 5.5% be- 
tween the end of the third quarter of 1957 and the end 
of the first quarter of 1958, with about 2% of this loss 
being recovered between the first and third quarters of 
1958, according to Department of Commerce estimates. 


Three Physical Measures Lag 


With total physical output having recovered only 
about one third of the ground lost in the recession, it is 
not surprising to find that recession scars are still evi- 
dent in a number of indicators most closely related to 
the physical volume of output. Business spending for 
plant and equipment, the rate of capacity utilization, 
and employment in industry have all yet to regain their 
prerecession levels. 

After rising to record highs in 1956 and 1957, expendi- 
dures for plant and equipment declined sharply between 
the third quarter of 1957 and the second quarter of 1958. 
Anticipated spending in the third and fourth quarters 
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of this year, as reported by the Securities and Exchange 
Commission, is little changed from the rate of $30.3 
billion in the second quarter, with Taz ConrerENce 
Boarp’s latest quarterly appropriations survey suggest- 
ing an upturn in early 1959 (see page 515). 

Ample supplies, relative to current levels of demand, 
of basic industrial materials explain at least part of the 
sluggish performance in plant and equipment outlays 
this year. Record expenditures on plant and equipment 
in 1956 and 1957 made sizable net additions to indus- 
trial capacity. As of January 1, 1958, the capacity to 
turn out a select group of major industrial materials was 
estimated at 75% above 1947-1949 levels in the Federal 
Reserve index of major material output. Included in the 
index is a representative cross section of such basic ma- 
terials as steel, nonferrous metals, textiles, petroleum, 
cement, and paper. 

With capacity 75% greater, output of these major ma- 
terials was running only about 16% above the 1947-1949 
base period in April, the low month of the year, or 20% 
below April, 1957. By October, the output of these 
major materials had risen 20% and was only fractionally 
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below the levels of last October. It was still, however, 
about 7% below the peak rates of 1957. 

These figures suggest that, while there has been a con- 
siderable improvement in the rate at which capacity is 
being utilized, there is still a sizable margin of unused 
capacity. But the picture is mixed (see chart). The steel 
industry, after using less than 50% of its capacity earlier 
this year, is now running at 75%. Cement operations are 
currently running close to capacity, after having 
dropped below 50% earlier this year. The paperboard 
industry is using 15 million of its 17.5-million-ton 
capacity, as compared with output in the 14-million-ton 
range in the first half of the year. Textile operations 
have moved back to levels of earlier this year. 


Estimating Errors in Capacity Rates 


Estimates of rates of capacity use for late this year are 
subject to two possible errors. Both capacity and output 
may be underestimated. Industrial capacity is typically 
rated as of January 1 of a given year. Over the year, new 
plant and equipment are installed and over-age facilities 
retired, with the net addition to capacity, if any, not 
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being figured in until the beginning of the next year. 
The current weekly output of 2 million tons of steel 
represents about 74% of the rated annual capacity of 
140.7 million as of January 1, 1958. Net additions have 
been made to steel capacity over the year. Although 
exact estimates will not become available until the end 
of the year, capacity now is probably closer to 145 mil- 
lion tons than to the 141 million tons at the beginning of 
the year. If so, output for the industry currently is at a 
rate of about 72% or 73% of capacity. 

Current output measures based on industry sources 
are subject only to the usual revisions as later and more 
complete reports become available. However, such is not 
the case with current estimates of output based on the 
Federal Reserve Board’s industrial production index. 
The Federal Reserve plans to revise its industrial pro- 
duction index for the years 1947 to date, on the basis of 
data recently made available from the 1954 Census of 
Manufactures. Its estimates of output will be increased 
by between 2% and 3%. Postwar gains in output, using 
1947 weights, have apparently been consistently under- 
estimated in the FRB index figures currently available. 

Even if the output of major materials in 1958 is ad- 
justed upward a few percentage points to allow for the 
underestimation of level in the index (and if allowance 
is also made for the growth in capacity in 1958 to date), 
there would still be a fairly wide gap between the cur- 
rent levels of output and capacity. By year end, the out- 
put of major materials will apparently be running about 
50% higher than in the 1947-1949 base period, or about 
the same as at the 1957 peak. However, the capacity to 
turn out these major materials had already risen 50% 
above the 1947-1949 base as early as January 1, 1954. 
This would suggest that the indicated 17% gain in major 
material capacity between 1954 and 1958 has been more 
closely tied to the profitability of operation than to a 
pressing need for expanding basic operating capacity. 


The Lag in Employment 


Employment has made a slower response to rising 
business activity so far than in the two earlier postwar 
recoveries. Between the April low and October, total 
employment, as measured in the regular monthly sample 
survey of the Bureau of the Census, rose by less than 
500,000, after allowances for seasonal influences. This 
represents a gain of .7%, which compares with one of 
700,000, or 1.1%, in the first six recovery months of 
1954-1955 and with one of 1.4 million, or 2.4% in the 
same months of the 1949-1950 recovery, both estimates 
being seasonally adjusted. 

Much the same picture emerges from the count of non- 
farm jobs by the Bureau of Labor Statistics. Nonfarm 
jobs have gained about 600,000, or 1.2% from their April 
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low, after seasonal adjustment. This compares with a 
rise of 750,000, or 1.6%, in 1954-1955 and of 1.2 million, 
or 2.8%, in 1949-1950 in comparable periods (both 
seasonally adjusted). 

In October, total employment, at 64.2 million (sea- 
sonally adjusted) in the Census count, was 1.2 million 
below the prerecession peak that was reached in July, 
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1957 (see chart). The BLS series of nonfarm jobs was 1.8 
million below its prerecession peak in October. Most of 
the lag behind last year’s peaks reflects the employ- 
ment drop on farms and in manufacturing. 

Farm jobs have been consistently behind a year ago 
since early this year. In the first ten months, employ- 
ment on farms has been running about 400,000, or 
6.5% below 1957 levels. Most of this drop is in the num- 
ber of unpaid family workers and is in line with the 
postwar trend toward fewer man-hour requirements on 
farms, a trend that the Department of Agriculture ex- 
pects to continue in 1959. 

Manufacturing employment (production and non- 
production job totals) in October was only 136,000 
higher than in April, after seasonal adjustment. This 
was 141,000 lower than the September figure and re- 
flected work stoppages in the October survey week. In 
the five months between April and September, jobs in 
manufacturing rose by 277,000 (seasonally adjusted), 
a 1.8% gain. (In the first five recovery months in 1954— 
1955, manufacturing jobs rose 336,000, or 2.1%; in the 

.same period of 1949-1950, the rise was 481,000, or 


3.5%.) 
Production Jobs 

Production jobs in manufacturing have followed 
much the same pattern as total jobs during the 1958 
recovery. However, production man-hours (production 
jobs multiplied by average weekly hours) have risen 
more than production jobs, reflecting a growth in over- 


time hours. 
By October, average overtime hours had risen to 2.3 
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% More Overtime in Factory Workweek 
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hours per week and represented as much as 5.8% of 
total average weekly hours (see chart). This is typical 
of the early stages of a recovery; as production expands, 
employers increase the hours of their present work force 
before taking on new employees. With overtime hours 
still running about four fifths of an hour below their 
1956 peaks, it apparently is still possible to raise manu- 
facturing output above current levels through an in- 
crease in the average workweek. However, overtime 
hours command premium pay; if the patterns of the 
two earlier postwar recessions hold, a much larger share 
of any further gains in manufacturing output will prob- 
ably be made by an increase in jobs rather than hours. 

Even if allowance is made for an increase in overtime 
hours, gains in man-hour requirements in manufacturing 
have been somewhat below the rises experienced in the 
early recovery months of the two earlier postwar reces- 
sions. As in farm employment, the lag in part reflects a 
longer-term trend. 


Machines and Man-hours 


In the post-Korean boom, manufacturing expendi- 
tures for plant and equipment (in constant dollars) and 
production man-hours both rose, the pattern of expan- 
sion being roughly similar (see chart). In the 1954-1957 
expansion, plant and equipment outlays rose sharply, 
while man-hours failed to recover their 1953 peak and 
followed a generally downward trend after late 1956. 

Neither of these patterns applies to the 1958 recovery 
period, since both outlays for plant and equipment and 
man-hours have fallen sharply. After adjustment for 

(Continued on page 576) 


Monthly survey of business opinion and experience 


“BUSINESS ON THE COMEBACK IN '59" 


in the replies of 189 manufacturing companies 

participating in the Board’s latest survey on the 
business outlook. The opinion most frequently ex- 
pressed is that new orders, dollar billings, production, 
and profits during the first half of 1959 will show im- 
provement over the levels prevailing in 1958. 

Some executives, while expressing confidence in their 
own company’s business prospects over the coming six 
months, adopt an attitude of “cautious optimism” in 
their comments on the general economy. As one com- 
pany president puts it: 


REMARKABLE degree of uniformity is evident 


“The recovery from the decline in business activity has 
been somewhat puzzling to us, for we have experienced a 
recession in which practically no major adjustments in 
wages or materials have occurred. It is conceivable that we 
are ascending only to a temporary peak in production, with 
a further recession in business activity in the offing.” 


Others make it clear that they stake their hopes for 
business improvement primarily on antirecessionary 
programs that their companies have put into effect. For 
example, the president of a furniture and fixtures com- 
pany reports: 


“Our profits for the first half of 1959 should be 50% more 
than in 1958. These increases over the first half of 1958 
(experienced in the last half of 1958 and projected for the 
entire year of 1959) are expected not because general busi- 
ness or housing in particular has been or is expected to be 
that much better. We have made and will make the increase 
indicated because we have revised our sales organization to 
bring up to par those territories that had not been properly 
worked. This has meant an increase in sales effort. We have 
also been able to increase our efficiency and rate of produc- 
tion. We offer the foregoing as an explanation of our own 
forecast, and are trying to show that it is not our opinion of 
general business conditions.” 


Similarly, the president of a metal stamping and coat- 
ing firm, whose company has been “working in 1958 to 
bring out some new products and new lines” states that 
“basically, I don’t think we would be as optimistic about 
our 1959 outlook if it weren’t for the new developments 
coming along. I think we would be rather cautious and 
conservative on the general economic outlook. There 
has been far too much talk about a quick recovery and 
we do not feel that we can take it for granted that the 
upswing will continue.” 

Despite the generally favorable comments made by 
survey participants regarding the outlook for their busi- 
nesses, a considerable number remark on the keen com- 


petition they have encountered and expect to encounter 
in the future. Typical is the case of one machinery firm 
which anticipates handling a larger volume of business 
in the first half of 1959 although “price competition 1s 
still extraordinarily intense, and we are not reflecting 
any substantial improvement in our profits either be- 
fore or after taxes.” 


RISING ORDERS AND BILLINGS 


Fully nine tenths of the responding companies antici- 
pate an increase in new order receipts during the first 
half of 1959 over those of the first half of 1958. Another 
8% expect new orders in the coming six months to equal 
the first-half-1958 rate, and only 2% expect new orders 
to decline below the rate of the first six months of this 
year. One such manufacturer believes that “‘since we 
were late in feeling the effects of the recession, by the 
same token we will be late in feeling the effects of the 
recovery.” New orders for the first half of 1959 are also 
expected to exceed second-half-1958 levels in most cases. 
Eighty-two per cent of the survey participants predict 
that new orders in the next half year will trend higher 
than in the latter six months of 1958, a mere 5% forecast 
that they will fall below those of the second half of 1958, 
and 13% foresee little change occurring in either 
direction. 

Dollar billings, while not quite as heavily weighted on 
the up side, nevertheless are reported to be increasing. 
Four fifths estimate that their dollar billings in the first 
half of 1959 will show imprevement over first-half-1958 
levels, as opposed to one tenth that expect such com- 
parisons to be unfavorable. The remaining 10% believe 
that dollar billings in both periods will be comparable. 
Similarly, 77% of the responding companies estimate 
that their dollar billings during the six months ahead 
will show improvement over second-half-1958 levels, 
11% forecast billing declines, and 12% expect no change. 

One metalworking machinery firm, typical of several 
other survey cooperators whose billings comparisons are 
not as favorable as those for new orders, offers the 
following explanation: 


“During the first half of 1958, shipments were consider- 
ably higher than new orders and we were depleting our 
backlog rapidly. Although we expect improvement in new 
orders during the first half of 1959, billings will be lower than 
for the first half of 1958.” 


PRODUCTION UP, TOO 


Most of the companies participating in the survey 
plan to expand their dollar value of production during 
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the first half of 1959 in order to keep pace with the 
expected increases in new orders and billings. Seventy- 
nine per cent expect to produce more in the next half 
year than in the corresponding months of 1958, whereas 
12% forecast lower production, and 9% no change. 

Almost the same proportions prevail when prospec- 
tive first-half-1959 production rates are compared with 
those of the second half of this year: 77% anticipate 
increased output, 13% forecast production cutbacks, 
and the remaining 10% expect to equal their second- 
half-1958 production rates. 


INVENTORIES: U-TURN AHEAD 


More than two thirds of the cooperating companies 
report a reduction in inventories during the past year. 
On the other hand, one in five have made net additions 
to their dollar inventory investments, and about one 
tenth of the respondents indicate that their current 
dollar inventories are the same as a year ago. 

Despite the widespread nature of inventory reduc- 
tions, the number of companies (38%) indicating that 
their inventories as a per cent of sales are higher than 
& year ago is the same as those that report that they are 
lower. Some of these companies report that “although 
inventory values have decreased, the rate of decrease 
has been less than the decrease in sales.’’ However, the 
board chairman of one nonferrous metals firm writes 
that “inventories as a per cent of sales are slightly 
higher because the demand for prompt service has never 
been so great.” 

The remaining one fourth of the survey cooperators 
report that their current inventory-sales ratios are at 
the same level as a year ago. 

Reflecting the confidence with which these producers 
regard their 1959 business prospects, more than one 
half (52%) intend to add to their inventories during the 
six months ahead, as compared to 21% that estimate 
that their inventories will trend lower during the first 
half of 1959, and 27% that plan to hold their inventories 
steady. 

Despite their expressed intentions to increase inven- 
tories, respondents evidence a basically conservative 
attitude toward inventory accumulation. Many explain 
that as “‘sales volume increases, our total inventory will 
also increase.” At least one machinery firm indicates 
that its need for ample inventories stems in part from 
“the fact that we have let many of our merchandising 
and manufacturing inventories decline somewhat below 
the levels which we would normally carry.” A machinery 
producer reports: 


“We hope to secure our anticipated higher sales volume 
with a lesser increase in inventory. In other words, we are 
going to try to operate on a lower inventory now that we 
have reduced it.” 


Another viewpoint is expressed by the president of a 
structural metal products company who writes that 
““with the outlook for substantial increases in the price 
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of steel by the middle of 1959, we will probably increase 
our inventory substantially in the spring of next year.” 


CAPITAL SPENDING—UP OR DOWN? 


“We expect our capital expenditures to increase in the first half 
of 1959. We have kept a very close watch on our expenditures in 
1958, and tt is our definite intention to ease up on this control.” 
(Motor vehicles and parts) 

“We expect no change in rate of capital expenditures. We have 
brought our plant and equipment up to date over the past four 
years and believe we are ready for any conceivable increase both in 
business and competition.” (Rubber products) 

“Our rate of capital expenditures in 1959 will decrease con- 
siderably because we are just completing a three-year capital 
improvement program.” (Food, beverages and kindred prod- 
ucts) 


The above comments made by three survey partici- 
pants are typical of the diverse views expressed by 
reporting companies regarding their planned capital 
expenditures for the first half of 1959. Thirty-six per 
cent expect to spend at a higher rate than in 1958, but 
nearly as many (33%) intend to reduce their capital 
expenditures below the average rate for this year. The 
remaining 31% intend to maintain their 1958 rate of 
capital expenditures during the first half of 1959. 

A variety of reasons are given by cooperators in sup- 
port of their capital spending plans. One vice-president, 
for example, who feels that the months ahead will pro- 
vide an especially favorable opportunity for the buyer, 
states that ‘‘we expect to increase our capital expendi- 
tures in 1959 by 10% to 20% in the face of an anticipated 
10% reduction in profits. We feel, however, that capital 
goods purchases made early next year will be at lower 
prices and with better delivery dates than in succeeding 
years.” 

The president of a metalworking machinery firm 
justifies his company’s plan to increase capital expendi- 
tures despite an estimated “30%” drop in profits in 
these words: 


“This increased capital expenditure will be for new-type 
automated cost-cutting equipment rather than for standard 
replacements. These expenditures will be made in order to 
increase our efficiency and to improve our competitive 
position.” 


A few companies make it clear that their plans for 
larger capital outlays in the first half of 1959 are “the 
result of commitments made during 1958 for which the 
principal expenditures will occur in 1959.” One tenth of 
the companies estimating their first-half-1959 capital 
spending report that they have reached or are nearing 
“the completion of expansion plans initiated years 
ago.” The current view of one such company’s man- 
agement follows: 


“As to capital expenditures, we expect them to be very 
low in 1959 as we continue to consolidate our position dur- 
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ing that year; but at the same time we are in the thinking 
stage preparatory to planning for 1960. Our thinking has 
definitely turned to future expansion.” 


BETTER PROFITS AHEAD 


Profits before taxes in the coming six months will 
move ahead of first-half-1958 results, according to the 
forecasts of four fifths of the responding companies. 
Many of them do point out, however, that their earn- 
ings performance in “early 1958 was very poor.” 

Most of the participating companies that anticipate 
improvement in first-half-1959 profits attribute this to 
the production and sales increases which are in the 
offing. On the other hand, one foundry operator reports: 


“We foresee no immediate upsurge in our business, yet 
profits before taxes should be better in the first half of 1959 
as compared to the first half of 1958. Definite results are 
being realized from extensive cost reduction schemes, and 
the margins on many of our products have increased even 
under the strain of reduced volumes.” 


Other companies report that rising costs are acting as 
a drag on their profits recovery. The vice-president and 
treasurer of a refrigeration equipment company re- 
marks that “‘a larger estimated gain in profits would be 
warranted on the basis of the expected gain in sales 
volume were it not for the dampening effect of inevita- 
ble further wage increases this fall.” 

Eight per cent of the survey participants expect to 
equal their first-half-1958 pretax profits during the six 
months ahead, and 12% forecast lower profits before 
taxes. Several of the latter firms mention ‘“‘the ex- 
tremely competitive situation that exists in our indus- 
try.’ One company president states that “others, and 
ourselves as well, are bidding for business with no idea 
of making a profit. Bids are priced to minimize current 
expense.” 

On balance, survey cooperators are optimistic about 
their business prospects for 1959. One such executive, 
the president of a machinery firm, concludes his remarks 
with the following: 


“We have an unprecedented number of inquiries out- 
standing, with some of them of such substantial size that if 
they should materialize, things would improve considerably 
more than our best estimate as of now. Under normal cir- 
cumstances, however, we would not anticipate that many of 
them would break during the first half of 1959, but would 
develop into orders somewhat later.” 


SoLomon EraE 
G. CuarK THOMPSON 


Division of Business Practices 


See summations by industry 
starting on page 56] 
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the rate of fall slackened considerably from earlier 
quarters. The cushion of appropriation backlogs built 
up in 1955 and 1956 has almost been exhausted. If the 
capital goods price rise of about 15% over the past four 
years is also taken into account, by the end of the third 
quarter of 1958 almost all the appropriation backlogs 
built up since the start of 1955 has been used up, in real 
terms. 

The third-quarter rate of new appropriations was only 
about 4% below the adjusted rate of spending. From the 
peak spending rate in the third quarter of 1957 to the 
most recent period, the drop has been more than one 
third. If appropriations were to continue at the third- 
quarter rate, the decline in spending would have very 
little more to go. With any sort of a rise in new ap- 
propriations, the six consecutive quarters of backlog 
losses would be followed by the first quarter of backlog 
gain. Even if backlogs were to grow, however, spending 
could still decline for one or two more quarters, though 
at a diminished rate of fall, or level out. 

The business recovery which marked the third quarter 
was quickly translated into sharply improved profits. 
These profits, in turn, evidently were an important 
element in the modest rise in the adjusted rate of new 
approvals. Even so, the hike im profits was not fully 
transformed into higher appropriations. The overhang 
of unused capacity still represented an important factor 
in top management appraisal of capital goods require- 
ments. 

With recovery continuing into the fourth quarter, 
profits have been rising further, thus providing the basis 
for a rise in new appropriations. How much profits will 
bounce up and how much of this will be translated into 
higher appropriations remains to be seen. In the mean- 
time, the evidence of the latest available survey points 
to a turn in capital appropriations, soon to be followed 
by the end of the capital goods decline, at least for 
manufacturing. The early soundings asto the extent of the 
forthcoming hike in capital appropriations and the 
magnitude of the resulting rise in capital goods spending 
await the resuits of the fourth quarter survey. 


Morris ConEen 
Martin R. GarnsBprucH 


Office of the Chief Economist 
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The Advertising Industry: Agency Services, Working Relationships, 
Compensation Methods—A report on the findings of a survey 
among advertising managers, advertising agencies, media 
and company presidents on the working relationships among 
advertisers, agencies and advertising media. An analysis of 
advertising agency compensation methods is included. By 
Albert W. Frey and Kenneth R. Davis. Association of Na- 
tional Advertisers, Inc., New York, 1958, 424 pages. $50.00. 
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FOOD CONSUMPTION AND INCOME CHANGES 


best-fed people in the world. As a matter of fact, 
our diets are so plentiful and rich, that a national 
concern, if not a national problem, is overeating. This 
particular feeling has been bolstered by the connection 
that has been uncovered between overweight and vari- 
ous diseases, particularly those relating to the heart. 
Offset against this high level of consumption has been 
the point often made that as income increases, relatively 
smaller and smaller percentages of personal income go 
for food. This conclusion is based upon analyses of ex- 
penditures that families at different income levels make, 
at one particular point in time, for food. As long as a 
substantial range of income is covered by the analysis,+ 
the drop in the percentage is, in most budget studies, 
substantial. Although it is not often stated in this way, 
the studies seem to suggest that a declining percentage 
of each dollar of additional income is devoted to food. 


iE IS frequently asserted that Americans are the 


1 One example might be cited from an investigation by the Depart- 
ment of Agriculture in 1955. The study shows that food expenditures 
took 66% of the urban family’s income of $1,500, but only 23% at $8,900 
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This might be true if applied to families of different 
income at one point in time, but is it true over a long 
span of years? The accompanying chart, relating dis- 
posable income and retail expenditures for farm food 
products, points to no slackening of food expenditures 
as disposable income has increased. The data relate to a 
long span of years: from 1913 to 1957, over which in- 
come has increased substantially from a per capita 
figure of $360 in 1913 to $1,780 in 1957. Food expendi- 
tures have kept pace with this substantial increase, ris- 
ing from $75 to $295 per capita. There is, furthermore, 
virtually no suggestion in the data that the marginal 
expenditures for food have been dropping. 


A LOOK AT THE FIGURES 


Over this extended period, retail expenditures for 
farm food products have declined from 24% in 1913 to 
17% in 1957 as a percentage of disposable personal in- 
come. This decline, however, is quite compatible with a 
constant marginal portion of each dollar of additional 
income being spent on food. As the long-term regression 
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in the first chart shows (1913-1957, except for 1941- 
1945), approximately 17 cents out of each dollar of 
additional income received by the American public 
was devoted to food. The computed line appears to 
describe well the association between income and food 
expenditures, and would thus seem to support the con- 
tention that even at the higher recent income levels, no 
diminution appears in the food appropriation of the 
marginal income dollar. 

If the regressions shown are meaningful ones, they 
raise the question whether there has been an important 
shift to nonfood items by consumers. Alternatively, the 
relationship described leads to speculation over the 
factors that might be responsible for food expenditures 
keeping pace with the increase in income.} 


CONSUMPTION FACTORS 


Several factors might be expected to bear on this 
question. One is that prices of food have risen to such an 
extent in relation to nonfood items that increased ex- 
penditures must be made on the part of consumers in 
order to maintain the same caloric intake or for some 

17t might be noted that the goodness of the straight-line fit be- 
tween 1913 and 1957 provides no assurance that the described rela- 
tionship will hold in 1960 and beyond when disposable personal income 
may be considerably higher than at present. The computed relation- 
ship can be used, strictly speaking, only within the range of the data 


shown. These computed relationships and the correlation coefficients 
are available upon request 


other reason. In this case, it would be an example of 
inelasticity of demand resulting in an increased expendi- 
ture for food. Increased income, then, would be playing 
only a passive role. 

Again, the marketing bill, or margin, may be taking 
an increasing proportion of the retail cost of food to the 
consuiaer. This would be the result (among many other 
possibilities) of the preference by buyers for food that 
has been partially or substantially processed and re- 
quires a minimum of preparation in the home. Such a 
development would mean that services performed be- 
fore largely by the housewife are now provided by the 
food processor or retailer. An increased propensity to 
eat in restaurants would logically be included here, even 
though the restaurant cost of a meal is not included in 
the food expenditure series shown in the chart, which 
shows only the retail value of the food consumed. A 
third factor that might be considered is that the chang- 
ing age composition of the population may be account- 
ing for some of the increase in food expenditures. Our 
population may have today a higher proportion of 
people who are high consumers of food than it had in 
the past. One evidence to the contrary is that our con- 
sumption of food in terms of weight has remained al- 
most unchanged since 1913. However, sizable shifts 
have taken place in the type of foods consumed. 

This raises a fourth consideration: the important 
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shifts that have taken place in the type of food being 
consumed. Broadly, there has been increasing consump- 
tion of meat, dairy products and fresh fruits and vege- 
tables, and a diminution in the consumption of pota- 
toes, grains, etec.—a shift that in itself could be re- 
sponsible for the continuing upward movement of food 
expenditures. Thus, increases in income may contribute 
to the well-being of the individual through diet changes 
rather than through a relative shift to nonfood con- 
sumption. This may be the case even at the compara- 
tively high plane of living existing throughout this 
pericd. 

Two other related factors can also be of some con- 
sequence in accounting for the increasing high level of 
food consumption. Changes may have taken place in 
household formation and the size of family such as to 
permit and even foster higher expenditures for food. For 
example, size of family may not permit full advantage 
to be taken of economies of scale when preparing a 
meal. The cost per person may, consequently, be much 
higher in a family composed of two or three individuals 
in contrast to one of five or six, even though the type of 
food consumed is virtually identical.! 


SEVERAL INTERPRETATIONS 


The question arises, even with the data shown, 
whether the relationship between expenditures and 
income is defined by one of two separate linear regres- 
sions. There is a suggestion in the data of a hiatus be- 
tween the two periods 1913 to 1945 and 1946-1957. 
Since the war may have done something to affect the 
attitude of people towards consumption of food, two 
separate regressions have been computed covering each 

1 The present article is directed mainly at the first and second 


factors named. It is hoped to focus in future articles on the importance 
of the other factors enumerated 
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of these periods. The difference between these two re- 
gressions, which are shown in the chart, is not very great 
and resides almost solely in the latter having a higher 
intercept. The slopes of the two, although not identical, 
are very close, and suggest that the response of con- 
sumers to increased income is about the same. The 
slightly more gradual slope observed in the 1946-1957 
regression constitutes some evidence to support the 
thesis that increasing income brings with it a decline in 
marginal expenditures for food. However, it can provide 
only partial support at this time, for while the more 
recent regression has a gentler slope, it still is a straight 
line and still supports the hypothesis of a constant 
marginal food expenditure. 

Another interpretation would lead one to fit a line 
to the whole period, with the exception of the war years. 
Some support can be found for this interpretation since 
the data are fairly closely clustered near the line thus 
computed. It would seem logical to say that food con- 
sumption was held back during the war by rationing and 
short supplies and that it leaped forward in the early 
postwar years when the restrictions were no longer in 
effect. The somewhat higher than average consumption 
in the early postwar years lends some support to this 
interpretation. However, it is hard to imagine con- 
sumers denying themselves at one point in time and 
eating more than they customarily would at some future 
period in order to make up for the consumption previ- 
ously forgone. Unlike most consumer durables, the sup- 
pression of food consumption is not likely to result in 
an accumulation of demand that is satisfied only several 
years later. 


UNDERSTATEMENT OF DATA 


The slope of the lines shown in the chart associating 
income and expenditures is understated because of 
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some omissions of retail food expenditures from the 
data. If consumption expenditures on all food items were 
included, the marginal expenditure on food would be 
greater than that shown. Omitted first of all are im- 
ported foods, the consumption of which has rapidly in- 
creased. Since the data relate only to farm food prod- 
ucts, such items as coffee, bananas, sugar, etc. (the great 
bulk of which are imported) are omitted entirely. Too, 
the prices of these items have moved up faster in several 
cases than the prices of farm foods produced in the 
United States, so that expenditures may have increased 
even more than consumption. 

Also omitted from the series on farm foods are foods 
such as fish and other seafood. This omission may not 
have any pronounced effect on the slope of the re- 
gression line since the consumption in pounds of fish 
and seafood has remained almost unchanged through- 
out the period. Like imported food, this inclusion would 
raise the whole level of the regressions. 

Foods bought by the Federal Government for the 
armed services, which have been particularly large from 
1941 to date, have likewise been omitted. This omission 
has the effect of diminishing the slope of the curve 
shown, since their inclusion would result in a propor- 
tionately greater increase in the amount of food con- 
sumed since 1941 than in the period prior to that 
year. 

The series on retail food expenditure that is used does 
not take into account the price at which food is con- 
sumed in restaurants. Such food is valued at retail, and 
no provision is made for the markup for restaurant 
services. This is true also of food served in hospitals, 
schools and other institutions. If there has been an 
increasing tendency for the population to eat out (ques- 
tionable according to the chart), this omission has the 
effect of diminishing the slope of the regression line. 

Another omission in the series has the effect of par- 
tially offsetting these factors. Food produced for home 
use is excluded. With a shift away from the farm and a 
decline in the practice of growing food for home con- 
sumption, the effect of this omission is to make the line 
rise more rapidly than it would otherwise. The food 
which is not home grown is purchased at retail, and con- 


sequently a greater part of this consumption is reflected 
in later rather than in earlier years. 

All these factors are evidently of increasing impor- 
tance. The Department of Commerce series on personal 
consumption expenditures for food reflects virtually all 
the factors that have been omitted from the series of 
the Department of Agriculture. Thus in 1929, the 
earliest year for which data are available for both series, 
the Department of Commerce concept showed an ex- 
penditure of $19.5 billion as against the $17.1 billion of 
the Department of Agriculture. In 1957, the Com- 
merce series shows $66.4 billion as against $50.4 billion 
for the Agriculture series. The consumption of food 
items omitted from the one series has, it would seem, in- 
creased from 14% to 32% over this nearly thirty-year 
span. Use of the Department of Commerce series, then, 
would have increased the slope of the regression lines, 
but it would not have changed the essential point that 
food expenditures take a constant percentage of addi- 
tional dollar income. Since the retail food expenditure 
series cover a considerably longer period and are com- 
parable with other data on detailed food expenditures, 
the present analysis concentrates on the Agriculture 
Department series. 


COMPARISON IN REAL TERMS 


An obvious question that might be raised with re- 
spect to the data in the first chart is that it is stated in 
current dollars, and therefore gives no indication of the 
improvement in real income that has occurred over the 
period. The virtuaily constant percentage of additional 
income that consumers have devoted to food may 
simply reflect an illusion of theirs. The increasing dis- 
posable income in constant dollars may simply result 
from increases in prices and may not be reflective of an 
increasing plane of living. To test the validity of the 
point, both series have been expressed in constant dollars 
by the use of appropriate deflators. The resultant regres- 
sion, shown in the second chart, tells nearly the same story 
as that told by the current-dollar regression: increases 
in real income above the initial level are accompanied 
by a constant percentage of additional income being 
devoted to food expenditures. True, the slope of the line 
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is not so great as that shown for the current-dollar re- 
gression, but the main point remains unchanged. 

There are some shortcomings in the procedure em- 
ployed in deflating each series. While the best available, 
the BLS retail food price index is not entirely appropri- 
ate to convert the current-dollar expenditures into those 
of fixed dollars. Having fixed quantity weights, this 
index must, in turn, be interpreted as reflecting the price 
increases of an unchanging pattern of food consumption. 
We know, however, that steady and considerable 
changes have taken place in the types of food that we 
consume. For example, potato consumption has dropped 
from 209 pounds per capita in 1913 to about 113 pounds 
in 1957. Citrus fruits and tomatoes, on the other hand, 
have gone from sixty-three pounds to 108 pounds per 
head in the same period. 

Nevertheless, it is not clear whether this defect makes 
the slope greater or smaller than would result from use 
of another procedure. The answer to this difficulty 
awaits further analysis, particularly for individual food 
items or groups. 


FOOD MARKETING MARGIN 


One aspect of food consumption that has received in- 
creasing attention of late is the margin between the 
value of food at the farm and the cost to the consumer 
in his home. The price of food purchased at retail and 
prepared for home consumption is composed of the cost 
of growing and harvesting on the farm and the multi- 
plicity of the services that go into putting this food 
before the consumer in the form that he desires. Along 
the way, food processors and other intermediaries must 
pay for wages, transportation, containers, advertising 
and other distribution costs, as well as earn a profit. 

This margin may increase as a result of an increase in 
any one of these components; for example, because a 
greater amount of processing and packaging is desired 
by the consumer. With the available data, it is not pos- 
sible to separate these components and relate them to 
income, but the total marketing margin has increased 
in step with disposable income over this period. 

Actually, it has increased at a rate slightly faster than 
retail expenditures for food. An increasing part of the 
retail bill, then, is going not into an increase in a pound- 
age consumption of food but into the attendant services. 
These latter do much to change the appearance, avail- 
ability, and convenience of food, but they do not in- 
crease the total caloric intake. 

Because the marketing margin is a complex item 
which cannot be readily broken down into its com- 
ponents, it follows that the regression shown in the 
third chart cannot be used to measure the extent to 
which the consumer is substituting packaged and pre- 
pared food that involve a minimum of home prepara- 
tion. To take one hypothetical example, a general in- 
crease in wages in the food-processing industry might 
result at least temporarily in an enlargement of the 
marketing margin. But this enlargement would bear no 
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relationship to the amount of services or the change in 
consumption habits of consumers. 

As already mentioned, the previous regressions do not 
reflect the increasing habit of consumers to eat outside 
their homes. There is an observation often made that 
restaurant eating is a phenomenon of increasing popu- 
larity. Such an observation is not at all substantiated by 
the regression shown in the fourth chart. For every dollar 
of additional income that the American people have 
received throughout the period from 1929 to 1957, ap- 
proximately 0.5% has been devoted to food consumed 
outside the home. The income elasticity for food pur- 
chased at eating and drinking places is very low, much 
under the elasticity for food consumed in the home. 

The linear regression in the fourth chart, however, 
does not provide a very good description of the under- 
lying data. The scatter about the line is quite wide, and 
the line fitted to the whole period results in it being way 
below the high-income values and well above the low- 
income years. Clearly this appears to be a case where 
either two linear regressions (one for the years from 1929 
to 1945 and one for the postwar years) or a curvilinear 
regression would be more appropriate. The latter case 
would suggest that there is a disinclination to eat out- 
side the home as income increases. Whether there is an 
actual causal relationship is unclear, but the association 
obviously exists. 

Even the association shown may be understated be- 
cause the data shown for eating and drinking places 
refer to the retail sales of establishments whose receipts 
come primarily from the sale of food for on-premise con- 
sumption. Certain establishments that sell food for the 
same purpose would not necessarily be included in this 
series since their main receipts come from other activi- 
ties. For example, a department store, which also runs 
a restaurant, might very well include all its receipts in 
the general merchandise category of retail trade rather 
than separate its receipts into the component parts and 
thus include restaurant sales under eating and drinking. 


J. FRANK Gaston 
Division of Consumer Economics 
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Farm Prices: Myth and Reality—The price-income problems of 
commercial agriculture in the United States are analyzed. 
By Willard E. Cochrane. University of Minnesota Press, 
Minneapolis, Minnesota, 1958, 189 pages. $4.00. 


The World's Sugar: Progress and Policy—An extensive, long- 
range analysis of the international sugar economy. By 
Vladimir P. Timoshenko and Boris C. Swerling. Stanford 
University Press, Stanford, California, 1957, 364 pages. $6.50. 


School Needs in the Decade Ahead—An expert in the field of 
school financing concludes that expenditures will double 
by 1970 if past trends, educational techniques, and 
standards are continued. The author questions the desir- 
ability of their continuance and discusses alternatives. By 
Roger A. Freeman. Institute for Social Science Research, 
Washington, D. C., 1958, 273 pages. $5.00. 


October Retail Prices Dip Slightly == ===> SESS 


RETAIL PRICES continued to show signs of stability in 
October. Tar ConrERENCE Boarp’s consumer price index for 
that month recorded a decrease of 0.1% and was back at the 
level of July, 1958. This decline brought the all-items index 
for the United States to 107.4 (1953=100), which was still 
1.9% above the October, 1957, level. 

The purchasing value of the consumer dollar gained 0.1 


to offset increases for cereal and bakery products (up 0.6%) 
and dairy products and eggs (up 0.3%). 

Used-car prices fell 0.5%. This decrease, the first since April, 
1958, along with unchanged public transportation rates and 
still lower average prices for new cars (down 0.4%), accounted 
for the decline in the transportation index. 


Three Components Increase 


cent over the month to reach 93.1 cents of the 1953 dollar. 
Compared with a year ago, the October, 1958, dollar bought 
1.8 cents less in goods and services. 


The housing index moved higher, with the only major in- 
crease in gas and electricity rates. All other housing com- 


The Conference Board’s Consumer Price Index—United States Cities Over 50,000 in Population 


A 


1953 = 100 Rebased Indexes 
Housing Pa | All All 
Purchasing) 
All Food vel ish- | Apparel Trans- | Sundries | Value of Items Items 
ae Total Rent ee a and econ patel Dollar Pe a st store 
ater |Equipment 
1957 September.} 105.3 103.6 105.7 110.3 106.6 100.8 101.8 107.6 108.0 95.0 191.2 119.9 
October...| 105.4 103.5 106.0 110.9 106.9 101.0 102.0 107.4 108.3 94.9 191.4 120.0 
November.| 105.9 103.5 106.1 111.0 107.3 101.0 102.0 110.3 108.6 94.5 192.2 120.5 
December.}| 106.0 103.6 106.3 111.1 107.4 101.0 102.0 110.2 108.9 94.4 192.4 120.6 
1957 Annualay..| 104.6 102.1 105.5 109.9 107.7 100.5 101.4 108.0 107.1 95.6 190.6 119.1 
1958 January...| 106.3 104.5 106.8 111.4 110.1 101.0 102.0 109.6 109.1 94.0 193.1 121.0 
February 106.6 105.4 106.9 111.6 110.0 101.0 102.0 108.8 109.3 93.8 193.5 121.3 
March..... 106.8 106 .4 106.8 111.6 110.2 100.7 102.0 108.5 109.4 93.6 194.0 121.6 
Avprillaeeeer 107.2 107.6 106.8 111.9 109.8 100.5 102.2 108.5 109.6 93 .2 194.8 122.0 
BV e anise 107.3 107.8 106.8 112.0 109.3 100.3 102.0 108.8 109.7 93.2 194.9 1292-2 
June...... 107.5 108.1 106.8 112-0 109.5 100.3 102.0 109.1 109.8 93.0 195.2 122.3 
Ublbsacoge 107.4 107.8 106.5 112-3 106.5 100.0 101.9 109.8 110.0 93.1 195.0 122.2 
August....| 107.4 107.2 106.6 112.2 106.9 99.9 101.9 110.4 110.5 93.1 195.1 122.3 
September.| 107.5 107.1 106.7 112.3 107.1 100.1 102.1 110.4 110.7 93.0 195.2 122.3 
October...| 107.4 106.7 106.8 112.3 108.0 100.1 102.2 110.2 110.8 93.1 195.1 122.2 


Percentage Changes 


9/58 to 10/58. . 
10/57 to 10/58. . 


| 


Food prices, which did not exhibit their usual seasonal highs, 
provided most of the downward force. From September to 
October, the food index fell 0.4%, with transportation costs 
(which will reflect 1959 model prices in the November index) 
registering a 0.2% decline. Housing, apparel and sundries 
prices, on the other hand, each increased 0.1%. 


ponents were unchanged except home repairs and improve- 
ments, which declined. Apparel costs rose slightly. A fractional 
increase in men’s apparel was augmented by a somewhat 
larger rise in women’s clothing costs. Clothing service charges 
were unchanged over the month. 

The cost of surdries continued to edge up; medical care and 
alcoholic beverages and tobacco became more expensive. 

Compared with a year ago, consumers had to pay more for 
all major commodity and service groups. The largest increase 
was one of 3.1% in food, with major gains for meat, fish and 
poultry and fruits and vegetables even though these items had 
declined over the past few months. Transportation followed, 
with a rise of 2.6% and sundries with a rise of 2.3%. Housing 
costs were 0.8% and apparel 0.2% higher. 


Trend of Food Prices 


The trend in food prices, the major factor in the stable price 
level, may be heading for continued downward moves for the 
next few months as a result of heavy crops which the Depart- 
ment of Argiculture reports as 10% higher than in 1957. 
Mainly responsible for the food drop was a combination of a 
drop of 0.9% in the meat, fish and poultry group and a 1.3% 
fall in the prices for vegetables and fruits. The chief influences 
in the October food picture were substantially lower prices 


Leona D. Lewis 
for pork, poultry and potatoes, which were more than enough 


Division of Consumer Economics 
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Chartbook 
Folio* 


21 


22 


Selected Business Indicators 


Series 


Industrial production 


Durables manufacturing 
Nondurables manufacturing 


Wholesale prices 
All commodities 
Farm commodities 
Processed foods 


Consumer prices 
All items (NICB) 
Food (NICB) 
All items (BLS) 
Food (BLS) 


Prices received and paid by farmers 
Prices received 
Prices paid! 
Parity ratio? 


Employment and unemployment (Census)® 
Total labor force 


Civilian employment 
Nonfarm employment 
Unemployment 


Nonfarm employment (BLS) 
Employees in manufacturing 


Employees in nonmanufacturing 
Production workers in durables manufacturing 


Production workers in nondurables manufacturing. 


Average work week 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Average hourly earnings 
All manufacturing 
Durables manufacturing........ 
Nondurables manufacturing 


Average weekly earnings 
All manufacturing 
Durables manufacturing 
Nondurables manufacturing 


Personal income 


instalment credit 
Extensions 
Repayments 
Instalment credit outstanding 


New construction 


Total private . f 
Private nonfarm residential 


Business sales and inventories 
Total inventories 
Total sales 
Manufacturing inventories 
Manufacturing sales 
Retail inventories 
Retail sales 


Retail trade: Durable goods stores 
Inventories 


Retail trade: Nondurable goods stores 
Inventories 


Durables mfg.: Sales and inventories 
Inventories 


Nondurables mfg.: Sales and inventories 
Inventories 


_ DECEMBER, 1958 


1947-49=100 S 
1947-49=100 S 
1947-49=100 S 


1947-49 = 100 
1947-49 = 100 
1947-49 = 100 
1947-49 = 100 


1953=100 
1953=100 
1947-49 = 100 
1947-49 = 100 


1910-14=100 
1910-14=100 
1910-14= 100 


Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 
Thousand persons 


Thousand persons S 
Thousand persons S$ 
Thousand persons S 
Thousand persons S 
Thousand persons S$ 


Dollars 
Dollars 
Dollars 


Dollars 
Dollars 
Dollars 


Billion dollars S A 
Billion dollars S A 


Billion dollars S A 


Million dollars S 
Million dollars S 
Million dollars 


Million dollars S 
Million dollars S 
Million dollars S 


Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S 
Million dollars S$ 
Million dollars S 


Million dollars S 
Million dollars S 


Million dollars S 
Million dollars S 


Million dollars S 
Million doflara Ss 


Million dollars S 
Million dollars S 
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3,419 
33,052 


19,356 


84,800 
55,700 
49,300 
27,276 
23,470 


1958 


October p | September 


18,480 


85,000 
754,800 
49,296 
26,804 
23,730 


716,562 


August 


750,570 
715,330 
735,240 
TO, Suis 
r 5,140 


17,952 


85,400 
54,400 
749,425 
726,388 
23,860 
16,859 


721,359 
714,003 
teins 


1957 


October 


17,932 


91,100 
55,700 
54,103 
28,064 
24,220 
16,714 


Selected Business Indicators (Continued) 


Chartbook 


Folio Series 


Merchandise exports and imports 
Exports® 
Imports 


23 


Merchandise export surplus (incl. grant-aid shipments) 


Federal budget receipts and expenditures 


Defense expenditures? 
For quarterly data see below 


24 


Money supply and turnover 


Privately held money supply8............-4-. sates 


Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers? 


Bank loans, investments and reserves 


25 


Investments! 

Borrowings!® 11 

Excess reserves! 

Commercial, industrial and farm loans!? 


Diffusion index 
Industrial production s P 
IDM ATEN Te ews hovers. 8 5 wo oie OL OO FORIOOS 
Diffusion index, cumulative 

Eight sensitive business indicators 
Residential building contracts ‘ 
Commercial and industrial building contracts 
New orders, durables 
Average work week...........- sores 
Raw materials prices 
Stock prices, industrials 
INGw incorporations jisciish.sia\s)s\6 6 nie <pr enue anne 
Business failures 


1958 1957 
eo Series nit II II I Ill 
Quarter p Quarter Quarter Quarter 
Gross national product 
Motalec sneer ue altro eerere oats wis Cds bee es ve eie | MOUHOM Collars S24. 7439.0 429.0 425. 445.6 
2 Change in business inventories....... eravele.e aie -...--| Billion dollars S A r—5.0 —8.0 —9.5 2-2 
inal demands sins se craked eestor st sapere ste se eine ee eeete Billion dollars S A a4650n01e 437.0 435.3 443.4 
Components of gross national product 
Personal consumption expenditures..... Footie: siete Billion dollars S A 7291.5 288.3 286.2 288.3 
Changefrom previous quarter. ..4 «+ vs. ecules sles Billion dollars S A vy Voce fT b —i1.0 5.8 
3 Gross private domestic investment........... ....{ Billion dollars S A Pasa 49.2 49.6 66.7 
Change: from) previous quarter... vse. cease eceaes Billion dollars S A ty 435 —0.4 —-11.9 —0.3 
Government purchases of goods and services....... Billion dollars S A 72933 90.9 89.5 87.0 
Change from previous quarter..................]| Billion dollars S A ry 2.4 1.4 12 —0.5 
Disposition of personal income 
Total personal income..... aS Dee vsle eres Rete eTS Billion dollars S A Sota 349.8 347.3 351.8 
13 Disposable personal income........ Riclee sisrsiee scans) cast MOR UGONare nse. 314.0 307.5 305.0 308.7 
Personal consumption expenditures........ e«eewes Billion dollars. S A 291.5 288.3 286.2 288.3 
Personalisavitig anos. cette no cies ote ele Hore ote Billion dollars S A 22:5 19,2 18.8 20.4 
Corporate profits 
Net before taxes..... sy aiisitece nisl oor etsxeietezens esseeseess| Billion dollars S A n.a 32.0 31.7 43.55 
15 Maxilia bilityenvces «ses.c Biatelsfo\cliste fe avers etoystalh avaiste ...| Billion dollars S A n.d. 1673 16.1 21.76 
Niet profita tects Mieke cae tame een eee Hestesieseutta|| Bullion dollarssS.Al n.d. iSey, iso 21.86 
Dividend pay menits « or stems ale ssh +s seerraee aoe Billion dollars $ A pWAEGS 12.4 1235 Te 7 
Retained, carminpalan ctisrterete ete cole ae ol bokeh Billion dollars S A n.d. S20 3.0 9.26 
Business expenditures for plant and equipment 
16 Ota awe racing sok eee aoe ane ....--| Billion dollars S A 729.610 30.32 32.41 Stats 
Manufacturing industries................. SOO On Billion dollars S A 710.860 Dieos 13.20 16.37 
INonmanutacttiring industriesm. . nae aseeern ene cee Billion dollars S A 18.75a 18.79 19.21 21.38 
Federal budget receipts and expenditures 
24 Receipts then on uate ee aa sistive Duapaehe Million dollars 14,992 19,172 20,586 15,411 
EXXDENGICUTES Acreit ete crs ctor ieee one +eeeeee-| Million dollars 19,445 18,549 17,288 17,944 
Cumulative surplus or deficitl4....... ate, dha eree Million dollars —4,453 —2,813 — 3,436 —2,533 


For monthly data see above 


Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tue Conrerence Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor's; Dun & Bradstreet; National Bureau of Economic Research 

_| Includes interest, taxes and wages. 2 Prices received divided by prices paid. * Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security. included in components. § Includes wages and salaries and “other 
labor income.” § Includes (Siew 8 shipments. ? Military functions of the Defense 
Department. § Demand and time deposits adjusted to ésdliis U. S. Government and 
interbank deposits; and currency outside banks, ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. " All member banks, 


Million dollars 
Million dollars 
Million dollars 


Million dollars 


Billion dollars 

Billion dollars S 
1A 
TSA 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


1947-49=100 S 
TS 


Thous. sq. ft. fl. sp. 
Million dollars 
Hours S 

1947-49 = 100 
1941-43=10 
Number S 
Number S 


October p | September 


142,257 
32,586 
13,511 

39.5 
86.6 
54.18 
14,216 
1,286 


1958 


362 


30,171 


131,377 
32,809 
12,859 

39.8 
86.0 
52.41 
14,881 
1,178 


August 


117,437 
38,286 

yr 12,177 
39.6 
86.9 
50.78 
13,503 
1,138 


105,341 
30,409 
12,154 

39.3 
84.8 
44.87 
11,732 
1,136 
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1 From Federal Reserve Banks. ' Weekly reporting member banks. 18 Gross national 
product, less change in business inventories. For fiscal year beginning July 1. S—sea- 
sonally adjusted. A —annual rate. R—series revised. a—anticipated. For the IV Quarter 
of 1958, anticipated outlays are: Total, 29.93; Manufacturing, 10.79; and Nonmanufac- 
turing, 19.14. 6—September, 1957 for monthly data; IT Quarter 1957 for quarterly data, 
p—preliminary. r —revised. * End-of-month inventory, divided by sales during the 
month. { Debits (annual rate) divided by deposits. t+ Diffusion index stated as the 
average duration in months of expansion or contraction. n.a.—Not available. “ Chart- 
book of Current Business Trends, (Fifth Edition), Tam Conrerencr Boagp, 1958. 
Copies available to Board Associates on request 
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Technical Problems in 


Surveying Consumer Buying Plans 
By J. Stevens Stock 


"Lox PRESENT survey of consumer buying plans 
promises to make important contributions to the 
study of economic trends and to our ability to 
forecast them. The study.of buying plans is the study of 
the embryology of buying. Why and how well do buying 
plans forecast buying? How are buying plans related to 
buying? For instance, salesmen understand the distine- 
tion between the “cold canvass” and the “call on a 
prospect”’; for many products the likelihood of a sale is 
hundreds of times greater in the latter case. 

There are two dimensions to buying plans: 


_1. The probability that a plan to buy will result in a 
purchase. 
2. The timing of the planning period—when will the 
planner actually buy? 


The second dimension is more difficult to deal with 
than the first. In weather forecasting, the meteorologist 
knows with considerable certainty what weather con- 
dition is coming next; he has difficulty estimating the 
time it will take for the weather to get here. Only by 
studying the “fine structure” of the phenomena—the 
inner mechanism—relating the various factors such as 
highs, lows, fronts, occlusions, can the forecaster put 
time estimates on his weather schedule. Similarly, the 
likelihood that I will buy a car in the future is almost 
certain, but it is much harder for me to say when I will 
buy the car. Very many factors within and without my 
control bear upon the when of my purchase. 

This study of buying plans is not designed to be a 


Mr. Stock took his advanced education in mathematics 
and statistics at the American University in Washington, 
D.C., where he taught in the graduate school. He later 
taught at graduate schools of Princeton University, the 
University of Chicago, and the College of the City of 
New York. He is the author of several books and 
numerous articles and papers on the mathematics and 
psychology of research in marketing and public rela- 
tions. During the war he served as special assistant to 
the Secretary of the Navy with a rank of Senior 
Commander, and later he served in many research 
capacities as director of research for McCann- 
Erickson in Chicago, vice-president of Alfred Politz 
Research, Inc., and currently heads up his own firm, 
J. Stevens Stock Research Company. 
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simple gathering of facts over time, but a continuing 
analysis of the interaction of the phenomena of buying 
plans and buying. 

Buying is related to buying plans by five considera- 
tions. 


The Person 


A person’s income affects his ability to buy; conscious 
or unconscious realism keeps him from planning pur- 
chases too inconsistent with his means. Equally im- 
portant is the social and psychological meaning of a 
purchase. This meaning varies widely among different 
classes of people. Socially mobile people, trying to move 
up the status ladder, often buy for conspicuous ends to 
symbolize to themselves the attainment of their aspira- 
tions. Socially stable people most often buy, or save, for 
security. 

This symbolism of purchase, or anticipated purchase, 
leads to widely different time spans in buying plans. 
Purchase plans for a year hence are firm plans for some 
people; for others, next week’s purchases are doubtful. 
For perhaps a few, capital goods are formally or in- 
formally depreciated and retired on somewhat of a 
schedule. 


The Product Image; the Economic Climate 


Consumers vary by product in their degree of rational 
planning. There are habitually purchased products like 
cigarettes and many grocery staples. Other purchases, 
triggered by spontaneous impulse, are often conceived 
earlier as some vague preconscious need. Still other prod- 
ucts are capital investments, long-term purchases sub- 
ject to intensive “soul searching,” even to a readjust- 
ment of the family expenditure pattern. 

These types of purchases are not different in kind, but 
in degree. For some people, at certain times, many 
normally routine or impulse purchases get careful bud- 
get planning. At the other extreme, there are people of 
such means, or with such disordered budgeting, that 
they buy relatively “budget-breaking” purchases on 
some wild impulse. 

Within a total family income, all products—whether 
routine, impulse, or consciously planned—must compete 
for their place in the family expenditure pattern, just 
as total expenditures compete with savings for their 
parts of the total income. Thus every consciously 
planned purchase must somehow complement, and 
therefore affect, routine and impulse purchase decisions 
either at the conscious or unconscious level. 
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Perhaps nothing in economics is so dramatic as the 
mass hysteria of a threatened depression or the wild 
orgy of an inflationary spiral. Imminently planned pur- 
chases are put off in a wait-and-see attitude, or people 
“hurry on down to the store” to buy “while the price is 
right.” For this reason buying intentions may be a 
significant index of the turn in business activity. 


Changes in Life 


Buying intentions for certain products are keyed to 
changes in the individual’s station in life or income. A 
marriage and the formation of a new home focuses buy- 
ing plans, as at no other time, on such items as table 
silver, furniture, housefurnishings, and household ap- 
pliances. A job promotion or even a pay raise shortens 
the planning span and stimulates purchase, almost as if 
to memorialize the event. 


Felt Need 


Similar to the psychological set of the person is his 
“buying appetite” at certain times for certain products. 
Motives to buy are intensified by new and improved 
products, and by advertising, promotion, sales and deals 
of all kinds. 

Obviously, all the things that affect buying plans also 
affect buying. Some correspondence should, therefore, 
be expected between plans and purchases. A purchase 
is an accomplished fact. A plan is more or less flexible; 
its time span can be lengthened or shortened at the con- 
sumer’s will. Yet the trends, if not the levels, of buying 
plans and buying a fortiori must have close correspond- 
ence, if one can find valid measures with which to study 
them. 


Background of Survey Decisions 


Four desiderata control the selection of methods for 
any survey research. These are: 


1. Maximum amount of information 
2. Minimum elapsed time 

38. Minimum budget 

4. Maximum accuracy 


Each research design is a search for an optimum 
among these conflicting aims. 


1. The amount of information sought in research deter- 
mines the amount of data to be collected, but not neces- 
sarily vice versa. In an inadequately planned study, the 
researcher sets out to get data with implicit faith that 
information will result. But only meaningful facts trans- 
mit information. Often, for somewhat subtle reasons, 
the survey data obtained do not provide the needed in- 
formation. 

For instance, an advertiser studying the audience for 
his advertising might want to know the number and 
characteristics of individuals planning to buy a car in 
the next three months. But a car is most often a family 
purchase. Characteristically, several people in the 


family take part in the planning. The number of families 
planning a car purchase would therefore represent the 
figure more predictive of the number of cars that might 
be bought. This datum, however, contains considerably 
less information for advertising copy and media selec- 
tion than the number of people planning a purchase. 

In order to study the many aspects of buying plans 
discussed in the preceding section—a large order for 
information—many data are required. The extensive- 
ness of these data is only partially revealed by the first 
report; periodic summaries and special analyses will 
exhibit the remaining data. 


2. Elapsed time between the survey interviews and the 
date when the results are available is less critical for a 
study of basic and invariant~principles. This study of 
buying plans is being launched to provide foreshadowing 
data on a continuing and current basis. Moreover, busi- 
nessmen will hopefully use it for purposes of gamelike 
decision on competitive tactics. These two conditions 
set very close limits upon the elapsed time for each 
report. 


3. The budget available for any research is most often 
fixed in the extreme by the means of the sponsor, but 
more often determined by some intuitive evaluation of 
what the results will be worth. 

There are statistical formulas that, with an available 
body of cost experience, permit the computation of how 
much money is needed to produce a given datum at a 
given accuracy by a given sampling method. Usually 
such a variety of data are needed that the formulas and 
cost information are useful only to test whether there is 
sufficient budget to make the study worth doing at all. 


4, Accuracy represents the amount of effort and time 
spent on each of the sources of inaccuracy, such as: 


=) 


. Sampling error 
. Sampling frame bias 
Response error 
. Operating error 
Errors of application and interpretation 


sae 


a. Sampling error has been the one aspect of survey error 
that has been studied most. Consequently, more is 
known about how to minimize it. Two conditions exist: 
the sample must be representative; the sample must be 
adequate. 

Almost paradoxically, the condition determining a 
representative sample is that it be drawn by chance— 
every unit in the population to be studied must have a 
known chance of being selected for the sample. This 
means that places and people judged, intuitively, to be 
“representative” of the population cannot be purposely 
selected, no matter how well informed the judgment is. 

This condition of representativeness also means that 
every one in the population must have some chance of 
being included in the sample. In practice, this is par- 
ticularly difficult to achieve because there is always a 
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group of people in the selected sample with whom inter- 
views cannot be completed. In house-to-house personal 
interviewing, it is people who cannot be found at home. 
Other major reasons for omitting some respondents are 
refusal to be interviewed and language difficulties. 
The condition of adequacy is simply to find a way of 
interviewing people that is inexpensive, yet valid 
enough, to afford a sufficiently large sample. The larger 
the sample, within the condition of representativeness, 
the more precise will be the results. 


b. Bias of sampling frame is a special kind of sampling 
error that results when some people in the population 
we wish to study have no chance of falling into our 
sample. 

Practically every sample of human population is 
selected from a “frame.’’ The frame is a list of all the 
people in the population to be studied. In studies of the 
“general public” in one locality, the frame is a map of 
that locality. Selected areas are then sampled, such as 
blocks bounded by streets and roads, and then all people 
(or a subsample of people) living in the selected blocks 
are included. 

A sample frame is biased when it does not contain all 
the population we are studying. People not in the frame 
have no chance of being included in the sample, and may 
be very different from those who are in the frame in re- 
gard to the characteristics we are studying. Thus the 
sample represents only the population of the frame. 

The present study of consumer buying plans is based 
on telephone subscribers—the frame is all telephone 
books in a sample of places throughout the United 
States. This obviously has a bias. For instance, in car 
buying intentions we must assume: 


(1) Ether nontelephone subscribers have no car buy- 
ing plans; 

(2) Or nontelephone subscribers have more car buy- 
ing plans than telephone subscribers. 


Perhaps all that can be said is that somewhere be- 
tween these two extreme assumptions is the correct 
answer. The seriousness of this bias cannot be over- 
looked. But it can be shown that it does not represent 
a serious loss to the validity of the study. 


c. Response error is always present in survey research 
and, at the same time, difficult to measure. A complete 
discussion of the subject is far beyond the scope of this 
resumé of technical problems. Any verbal communica- 
tion, written or oral, is subject to error. 

There are three broad classes of response error: 


1. Inattentiveness, on the part of the respondent, is 
perhaps the most common of all response errors. Though 
the common experience in survey research is that re- 
spondents enjoy being interviewed on most subjects 
and therefore enter into it wholeheartedly, there are 
frequent interruptions and distractions during the inter- 
view. The principal safeguards against too much in- 
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attentiveness are to make the interview as interesting 
as possible and to instruct the interviewer in the best 
means of establishing rapport early in the interview. 


2. Misunderstanding is extremely difficult to control. 
Instructing the interviewers to talk clearly and slowly 
is a partial answer. But perhaps most important is to 
use simple, short, straightforward questions. Test them 
to be sure that they make sense to the respondent, are 
not ambiguous, and that questions not applicable to the 
respondent’s situation are not asked. Proper sequence of 
questions can also minimize misunderstanding. 

The principal problem is that most people, perhaps 
long past school days, are not used to conversations 
which are wholly questions on one side and answers on 
the other. People are sometimes embarrassed by ques- 
tions they don’t understand, and cover up in any way 
they can. 


3. Psychological biases in response are more often 
unconscious than conscious. Prestige answers, couched 
to build the ego and cover the insecurity of the respond- 
ent, are common sources of response error. Proper word- 
ing of the questions can often minimize this bias. 


d. Operating errors are the human errors of mistakes, 
and of staff not following instructions uniformly. As in 
any mass production operation, there must be quality 
control inspection to insure against too many serious 
aberrants. Large-scale survey research is mass produc- 
tion, with hundreds of workers asking many questions 
of many thousands of people in a prescribed way. This 
condition is aggravated by the fact that the interviewers 
are widely scattered throughout the United States and 
cannot be subject to personal supervision. 

The mass of unordered facts must be classified and 
summarized to form meaningful data—information by 
mass production means. A sample of 5,000 families is 
only about one in ten thousand of all United States 
families. Operating errors and response errors do not 
tend to cancel out, as do random sampling errors. As a 
consequence they are, in a sense, amplified ten thousand 
times on projection of the sample to the total population. 

Sometimes the first indication of serious operating 
errors shows up in inconsistencies in the data and in- 
formation that cannot be rationalized. Only by re- 
checking a sample of the sample, as in manufacturing 
quality controls, can it be shown that the possibility of 
operating errors having serious effects is remote. 

Even this method has its limitations unless the check- 
ing is completely independent of the original method. 
Consistency is not a true test for any of the forms of 
error, except perhaps for sample adequacy. Experience 
has shown that, in survey research, nonsense data have 
a certain nonrational, random behavior which is very 
consistent in large samples. A meaningless question will 
yield answers from some people (perhaps the inattentive 
ones). The statistics derived from these answers tend to 
remain the same, time after time and from place to 
place. 
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e. Errors of application and interpretation of the data— 
inferring information that does not exist—are the most 
serious of all. Usually this form of error, in survey re- 
search as in any scientific investigation, comes from im- 
proper structuring of the research problem in failure to 
think through a priori the subject studied and its 
corollaries. 

More of the phenomena being investigated will be 
clarified as the study progresses. This will lead to revi- 
sions in the information to be sought, and hence in the 
data to be collected. 

In order to partially avoid errors of application of our 
data, publication of results of this study was delayed 
until seven months’ data were in.'! No doubt many spe~ 
cial analyses will have to be withheld for some time to 
check and recheck on first impressions of the significance 
of the findings. 


Choice of Basic Survey Design 


The basic survey design selected for the study of buy- 
ing plans, conducted by THz ConFERENCE Boarp under 
Newsweek sponsorship, is telephone interviews with 
5,000 household heads each month, representing a na- 
tional probability sample of all telephone-owning homes. 
The principal reason for the decision to use telephone 
interviews, with a sample selected from a telephone 
frame, is the possibility thus offered for the collection of 
large quantities of data from relatively large samples. 
Also considered were the stringent requirements for 
speed, and the ability to reinterview in order to check on 
the fruition of buying plans, both to be accomplished 
within a reasonable budget. The interviews are per- 
formed by Sindlinger & Company. 


The Situation Twenty Years Ago 


Twenty years ago such a survey design would have 
been wholly inadequate for the objectives of this study. 


1. Only about 30% of the households in the United 
States owned telephones, and this 30% tended to be 
largely urban people at upper socioeconomic levels— 
quite unrepresentative of the population. 


2. ‘Telephone conversation was somewhat more dif- 
ficult, owing to its infrequent occurrence, and technical 
facilities for clarity of understanding were not uniform 
and widespread. 


3. The cost of interviewer’s time was considerably 
less than it is today. While the method of telephone 
interviewing saved considerable time, it did not repre- 
sent proportionately as great a saving as it does at to- 
day’s labor cost. 


The Situation Today 


The significance of most of the objections to telephone 
surveys has been greatly reduced in recent times. This 
is true to such an extent that it is now apparent that 
for many purposes telephone interviewing is not only 
more efficient in speed, economy and flexibility, but 

1See The Business Record, November, 1958 


often gives more accurate results than can be obtained 
by personal interviewing within strict area probability 
sampling, which in recent years has been the most com- 
mon rigorous design. 


1. As of today, 80% of all homes have telephones, and 
the presence or lack of telephones is not so sharply re- 
lated to socioeconomic strata and all the attendant dif- 
ferences among people in the United States. 


2. Because telephone books are for all practical pur- 
poses a complete listing of every household having a 
telephone, they represent a most efficient sampling 
frame. This means that the theoretical requirement for 
a rigorous probability sample—that every unit in the 
population have a known chance of being included— 
can be more precisely met than by any other method 
used today. 


3. The growing problem of people refusing to be in- 
terviewed causes very little difficulty in telephone in- 
terviewing. Recent experience in personal interviewing 
has revealed refusal rates as high as 40% of designated 
respondents. This problem is particularly acute in at- 
tempts at personal interviewing in locked apartment 
houses in some of our larger urban areas. 

The increasingly common objection of busy people, 
wealthy people, and executives to being interviewed 
often leads to serious sample biases in personal inter- 
viewing. In some larger urban localities, where crimes 
and delinquency have been highly publicized, people are 
often suspicious of strangers calling at their doors. This 
particularly affects people living in lower income, 
marginal neighborhoods. 

None of these objections to personal interviewing ap- 
plies to telephone interviewing. Fortunately, in our cul- 
ture it is common to receive promptly all telephone calls 
under almost any condition. This means that it is 
rarely difficult to get a telephone mterview started, 
while we are getting increasingly higher rates of refusal 
to begin a persona! interview. In neither case have large 
numbers of people left the interview once it had started. 

Daily records of completions, refusals, not-at-home, 
and disconnects are maintained, in order that these im- 
portant facets of daily sampling can be carefully 
watched. They are summarized for the period February 
through August, 1958, on page 560. 


Adequacy of the Sample 


4. Efficiency in personal interview sampling requires 
the clustering of as many as five to ten interviews in a 
block, so that interviewers will not waste much time in 
traveling between interviews. This clustering leads to 
certain statistical inefficiencies. A sample of 100 re- 
spondents clustered in groups of five would be per- 
formed on only twenty blocks in a city. 

There is no need for clustering in telephone inter- 
viewing since there is no travel time. One hundred in- 
terviews would usually be performed on as many as one 
hundred blocks. This gives much wider dispersion— 
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many more neighborhoods can be represented in a tele- 
phone than in a personal interview sample. 


Representativeness of the Sample 


5. Similarly, the problem of persons not at home at 
the time of the interviewer’s personal call means that 
either the interviewer must travel back to the designated 
respondent, thereby losing valuable time, or a weighting 
system must be used to allow for the underrepresenta- 
tion of people who are infrequently home. Calling back 
to a designated telephone household requires no travel. 
It is thereby efficient to make as many call-backs as nec- 
essary without great additional interviewing expense. 


Response and Operating Errors 


6. In telephone interviewing it is possible to check on 
the interviewing exactly, since we know in advance the 
name, address and telephone number of each designated 
household. (Incidentally, the interviewer does not know 
the name of the person being interviewed). This makes it 
very easy to control and inspect the interviewer’s work, 
by simply repeating a certain portion of it independently. 

In personal interviewing it is more difficult to control 
the interviewer’s work, since it requires that the original 
interviewer ask the respondent’s name and record the 
address of each interview. This is sometimes difficult to 
do plausibly while at the same time assuring the re- 
spondent that his answers are anonymous. Further, to 
check the telephone interviewer, no travel is required to 
call back on the household, as is necessary in personal 
interviewing. Indeed, a common practice in personal 
interviewing studies is to check the interviewer’s work 
with telephone calls. 

For all these considerations the telephone technique 
permits an optimum compromise: by giving in a little 
on the bias of the sampling frame (telephone households 
rather than all households), much can be gained. 

Fewer refusals, fewer not-at-homes in the final count 
means fewer people have no chance of inclusion in the 
sample. Lower costs per interview permit a larger sam- 
ple, and, by making a more disperse sample (no cluster- 
ing), the effect of a larger sample is obtained. And 
response and operating errors are much more easily 
checked by telephone. 


The Sampling Method 


Just how is each sample telephone household selected 
from all residential telephones with a known probabil- 
ity? How are they selected so that a large enough num- 
ber of households are efficiently interviewed in terms of 
costs? 

This sample is the one developed and used by Sind- 
linger & Company, which is the firm responsible for all 
interviewing underlying the study. As with most na- 
tional probability samples, either for personal interview 
or telephone, it is a two-stage sampling plan. 

The sample starts with a selection of primary sam- 
pling units, which are conveniently sized places chosen to 
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represent all places in the United States. Telephone 
households are selected within these primary sampling 
units from all telephone books covering the place. 

Within the household, control is maintained in the 
selection of respondents to be interviewed—in each case 
the family head, either “the man of the house” or “the 
woman of the house.” 

Thus, the sample is— 


A subsample of household heads, in 
A subsample of telephone households, in 
A sample of geographic places (primary sampling units). 


The Primary Sampling Unit 


For sampling purposes, the population of the United 
States can be considered as the sum of the populations 
of a number of broad geographic areas. It is convenient 
and precise to think of the United States as four broad 
regions: the East, the Midwest, the South and the West. 
The distribution of the civilian noninstitutionalized 
population of the United States, of twelve years of age 
and older, estimated as of August 1, 1957, was asfollows: 


Percentage of Population 


het Bast. wee sees comes tas 99.3 
he Midwesi'-.. ene a ee, ene 32.5 
The Southts] eo . cee eee eee 24.0 
ThevWest#er nnn ope es See eee 14.2 

AR ete Sa ee ee es 100.0 


These areas were selected after having taken into 
consideration homogeneity of television viewing, movie 
going, reading, and other behavior patterns of the vari- 


The standard metropolitan area markets: : 


8 “A” markets including 49 counties (with population 
over 2 million) 
35 “B” markets including 87 counties (with population 
450,000-2 million) 
72 “C” markets including 101 counties (with population 
150,000-—450,000) 
47 “D” markets including 50 counties (with population 
—— 50,000-150,000) 
162 metropolitan area markets including 287 counties 
(with population over 50,000) 


The nonmetropolitan markets: 


150 “D”’ markets including 166 counties (with city center 
population 25,000-50,000) 
286 “E” markets including 288 counties (with total popu- 
lation at least 50% urban) 
2,359 “FEF” nonurbanized and rural markets including 
—_____._ 2,359 counties 
2,957 markets in the 3,100 United States counties! 


1 Includes 3,070 counties and 30 independent cities, including the 
District of Columbia, but excluding national parks: Total of 3,100 
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ous populations. (The areas do not strictly accord with 
Census definitions of nine geographic areas.) 

For sampling purposes, each of these geographic sec- 
tions is sampled separately. For estimating total United 
States statistics from the sample, each of the four areas 
is estimated separately from its own sample, and the 
four regional estimates added together. This stratifica- 
tion of the sample assures the correct proportionate 
representation of the four geographic areas. 

The first step was to build the sampling frames for 
each of the four geographic strata. The primary sampling 
units, covering the country, are “markets,” each defined 
as one or more counties, as shown on the preceding page. 


These 2,957 primary sampling units were put on coded 
index cards and filed the following way: 


Forty-nine dividers were provided, one for each of the forty- 
eight states and the District of Columbia. They were classt- 
fied under the four geographic areas of the country as 
follows: 

East: Connecticut, Delaware, District of Columbia, Maine, 
Maryland, Massachusetts, New Hampshire, New Jersey, 
New York, Pennsylvania, Rhode Island, Vermont 

Midwest: Illinois, Indiana, Iowa, Kansas, Kentucky, 
Michigan, Minnesota, Nebraska, North Dakota, South 
Dakota, Ohio, West Virginia, Wisconsin, Missouri 

South: Alabama, Arkansas, Florida, Georgia, Louisiana, 
Mississippi, Oklahoma, North Carolina, South Carolina, 
Tennessee, Texas, Virginia 

West: Arizona, California, Idaho, Utah, Montana, Nevada, 
New Mexico, Oregon, Washington, Wyoming 


Behind each of the four geographic area dividers each state 
had its divider placed in alphabetical order. Behind each 
state the market divider cards were placed in the following 
order: 


“A” markets with population over 2 million 

“B” markets with population 450,000 to 2 million 

“C” markets with population 150,000 to 450,000 

“D” markets with population 50,000 to 150,000 

“D”” markets with population 25,000 to 50,000 

“E” markets with population 50% urbanized 

“F” markets including all other counties (mostly rural) 


The population for each market was then cumulated in the 
order as shown above. From this frame the sample was 
drawn on a state-by-state basis, by sections of the country. 


The Midwest as an Example 


For the purpose of explaining just how the Sindlinger 
& Company sample was drawn, the sampling method 
for the Midwest will be described in detail. This largest 
region was defined for sampling as follows: 


I. 14 states 


II. 1,230 counties in the 14 states, and one independent city 
(St. Louis), and one Pennsylvania county in the 
Youngstown, Ohio, market—and one Virginia county 
in the Bluefield, West Virginia, market—a total of 1,233 
a. 57 metropolitan areas covering 96 counties, compris- 

ing all cities with population of 50,000-and-over, plus 


their surrounding, largely urban, counties—the 
A, B, C, and D markets 

b. 162 markets covering 167 counties which are non- 
metropolitan, but urban, markets, comprising all 
cities of 25,000 to 50,000, plus their surrounding, 
largely rural, areas in the county—the D’-E markets. 

c. 970 places, each a county, which are predominantly 
rural—the “F” markets 

Total—1,189 places covering 1,290 counties 


The 1950 population of the Midwest was 49,413,000, 
divided into 25,733,000 in the fifty-seven metropolitan 
areas, and 23,680,000 in the 1,137 counties not in 
metropolitan areas. 


Sampling Frame for the Twenty-five Urban Markets in Illinois 


a 


lee- 
Place or Num- eaee 1950 Cumula- 


Market Bar Counties in Market sere | oh a Gus 
Sample | 
Chicago 6 |Cook, DuPage, 
Kane, Lake, Will, 
Ul.; Lake, Ind. 9 5,495,364 

Peoria 2 |Peoria, Tazewell, Hl.) 0 250,512|5,745,876 
Rockford 1 |Winnebago, Ill. 0 152,385|5,898,261 
Springfield 1 |Sangamon, Ill. 0 131,484|6,029,745 
Champaign 1 |Champaign, Hl. 1 106,190/6,135,845 
Ottawa 1 |La Salle, Hl. 0 100,610)}6,236,455 
Decatur 1 |Macon, Ill. 0 | 98,853/6,335,308 
Danville 1 |Vermilion, Ill. 0 87,079|6,422,387 
Bloomington; 1 |McLean, Il. 0 76,577|6,498,964 
Kankakee 1 |Kankakee, Il. 0 73,524|6,572,488 
Quincy 1 |Adams, Ill. 0 64,690|6,637,178 
Galesburg 1 |Knox, Il. 1 54,366/6,591,544 
Sterling 1 |Whiteside, Il. 0 49,336|6,740,880 
W. Frankfort} 1 |Franklin, Iil. 0 48,685|6,789,565 
Marion 1 |Williamson, Ill. 0 48,621|/6,838,186 
Kewanee 1 |Henry, Il. 0 46,492|6,884,678 
Freeport 1 |Stephenson, ill. 0 41,595|6,926,273 
De Kalb 1 |De Kalb, Ill. 0 40,781/6,967,054 
Matton 1 {Coles, Tl. 0 40,328|7,007,382 
Carbondale 1 |Jackson, Ill. 0 38,12417,045,506 
Jacksonville 1 |Morgan, Il. (t) 35,568)7,081,074 
Cairo 1 |Alexander, Il. 9) 20,316)}7,101,390 
Belvidere 1 |Boone, Ill. 0 17,070|7,118,460 
Olney 1 |Richland, Ill. 6 16,889|7,135,349 
Mt. Carmel 1 |Wabash, Ill. 0 14,651|7,150,000 


It is necessary to select from the total frame of 1,189 
places in the Midwest—primary sampling units—a sam- 
ple of places that will be representative of the total. 
This sample of places is selected in such a way as to give 
proper proportionate representation to the relatively 
large places with the largest share of the total population 
and not to overrepresent the many small rural places that 
comprise in total only a small part of the total population. 

This is done by sampling the places with “probability 
proportionate to size.” In effect, by this method people 
are sampled and the person selected designates his place 
for inclusion in the sample. 

The smallest sample customarily used by Sindlinger 
& Company is approximately 300 from each geographic 
area. That is, 1,200 interviews (300 x 4 areas) comprise a 
unit national sample. For purposes of sampling precision 
reports are usually based on several units—multiples of 
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1,200 nationally; multiples of 300 in each geographic 
region. In this way, the sample can be enlarged until 
_ any desired degree of confidence in its statistical pre- 
cision can be attained, depending upon the requirements 
of the statistic to be estimated. (The sample numbers 
cited refer to completed interviews.) 

_Efficiency demands that an assignment to one inter- 
viewer, working in a single market, must be more than 
one interview. For convenience, four interviews were 
decided as about the minimum work assignment to one 
interviewer in one place. 

Working backwards from this figure and rounding 
our numbers for convenience, we discover that by select- 
ing every 600,000th “person” in the Midwest we make 
82 selections (49.4 million divided by 600,000). An 
assignment of 300 interviews then averages about 4 
interviews per selection. 


Actually, this arithmetic works out as follows: 


300 interviews divided by 4 per assignment equals 75 assign- 
ments (selections) 

49.4 million people divided by 75 selections equals 685,666, 
the sample modulus (if we selected every 685,666th person, 
we would make 75 selections 

Round the modulus 685,666 to 600,000 for convenience, and 
“work backwards” 

Select every 600,000th person from 49.4 million to yield 82 
selections 

82 selections at 4 interviews each yields 328 interviews per 
unit sample in the Midwest 


Because of sampling losses in interviewing, which we 
shall discuss later, these 328 assigned interviews get re- 
duced somewhat, to near 300 actual yield. 

The object is to select, in effect, every 600,000th per- 
son and let the “‘person” selected designate the inclusion 
of “‘his’’ place. 


Starting at a random number, 71,000, and cumulating 
600,000 successively on this number, we get the following: 


71,000 (Falls in Chicago) 
671,000 (Falls in Chicago) 
1,271,000 (Falls in Chicago) 
1,871,000 (Falls in Chicago) 
2,471,000 (Falls in Chicago) 
3,071,000 (Falls in Chicago) 
3,671,000 (Falls in Chicago) 
4,271,000 (Falls in Chicago) 
4,871,000 (Falls in Chicago) 
5,471,000 (Falls in Chicago) 
6,071,000 (Falls in Champaign) 
6,671,000 (Falls in Galesburg) 
etc. up to 
25,271,000 


These numbers are used to designate “people” in the 
cumulated column of the sampling frame. Notice, for 
instance, that Chicago falls into the sample 9 times, 
Champaign once, and Galesburg once. By this means, 
every metropolitan area greater than 600,000 falls at 


DECEMBER, 1958 


551 


least once into the sample. Half the places of 300,000 fall 
into the sample and so on down to the very small 
counties. For instance, a county of 10,000 population 
has only one chance in 60 of being included in the 
sample, since it would take 60 such counties to cumulate 
a population of 600,000. 

In other words, for every 10,000 people in the Mid- 
west population, their chance of falling into the sample 
was one in sixty. 

When a metropolitan area falls into the sample by 
this method, all the counties comprising the metro- 
politan area fall into the sample. The smaller counties, 
not in metropolitan areas, are considered individually 
for purposes of sampling. 

Here is how the sample fell in the Midwest: 


“A” markets— (population: over 2 million). The Midwest 
has two “A” markets. Both of them fell in the sample: (1) 
Chicago with 6 counties fell 9 times; (2) Detroit with 3 
counties fell 5 times. 


“B” markets—(population: 450,000—2 million). The 
Midwest has 11 ““B”’ markets, which include 29 counties. 
All of the “B” markets also fell in the sample as follows: 


St. Louis with 5 counties fell 2 times 
Cleveland with 2 counties fell 3 times 
Minneapolis-St. Paul with 4 counties fell 2 times 
Cincinnati with 3 counties fell 1 time 
Milwaukee with 1 county fell 1 time 
Kansas City with 4 counties fell 1 time 
Louisville with 3 counties fell 1 time 
Indianapolis with 1 county fell 1 time 
Youngstown with 3 counties fell 1 time 
Columbus with 1 county fell 1 time 
Dayton with 2 counties fell 1 time 


“C” markets— (population: 150,000—450,000). The Mid- 
west has 21 “C” markets which include 35 counties. 
Eight markets with 16 counties fell in the sample, as 
follows: 


Akron with 1 county fell 1 time 

Omaha with 3 counties fell 1 time 

Wheeling, Steubenville with 6 counties fell 1 time 
Charleston with 2 counties fell 1 time 

Canton with 1 county fell 1 time 

Flint with 1 county fell 1 time 

Des Moines with 1 county fell 1 time 

South Bend with 1 county fell 1 time 


“D” markets— (population: 50,000—150,000). The Mid- 
west has 23 “D” markets in 23 counties—i.e., each 
market includes one county. Six markets including 6 
counties fell in the sample as follows: 


Racine with 1 county fell 1 time 
Topeka with 1 county fell 1 time 
Lexington with 1 county fell 1 time 
St. Joseph with 1 county fell 1 time 
Muncie with 1 county fell 1 time 
Bay City with 1 county fell 1 time 
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Metropolitan Markets of the Midwest 


Market Number of Counties Markets Counties Times 


Size Markets in Market inSample in Sample in Sample 
A g 9 Q 9 14 
B 11 29 Il 29 15 
Cc 21 $5 8 16 8 
D 23 23 6 6 6 
Total 57 96 Q7 60 43 


The 1950 population of the Midwest was 49,413,000 
divided as follows: 52.1% or 25,733,000 in the 57 metro- 
politan markets; 47.9% or 23,680,000 in the nonmetro- 
politan markets. 

Since the metropolitan area of the Midwest fell in the 
sample 43 times (43 x 600,000 = 25,800,000), it is ob- 
served that 52% of the Midwest’s sampling is con- 
ducted in metropolitan markets. 


“D’”” markets—(population 25,000—50,000). The Mid- 
west has 59 “D’’ markets, 7.e., counties having one or 
more cities with a population between 25,000 and 
50,000. Seven of these markets with 7 counties fell in 
the sample as follows: 


Ann Arbor with 1 county fell 1 time 
Champaign with 1 county fell 1 time 
Sheboygan with 1 county fell 1 time 
Parkersburg with 1 county fell 1 time 
Galesburg with 1 county fell 1 time 
Rochester with 1 county fell 1 time 
Iowa City with 1 county fell 1 time 


“E” markets— (50% urban, but with no cities over 25,000). 
The Midwest has 103 such single-county markets. Three 
of these market counties fell in the sample as follows: 


East Liverpool with 1 county fell 1 time 
Piqua with 1 county fell 1 time 
Loganport with 1 county fell 1 time 


The urban and metropolitan market population of the 
Midwest in 1950 was: 


52.1% or 25,733,000 in A, B, C and D markets; 
14.2% or 7,046,000 in D’ and E markets; 
66.3% or 32,779,000 in A. B, C, D, D’ and E markets. 


“F” markets—(rural Midwest). The Midwest has 970 
rural market counties. Of these counties, 29.8% fell in 
the sample. The population of the rural market counties 
in 1950 was 16,634,000, representing 33.7% of the Mid- 
west’s total population. 


Midwest Urban-metropolitan Markets 


Market Number of Counties Markets Counties Times 
Size Markets in Market in Sample in Sample in Sample 
SS a SN ee ee es See ee 
A,B,C & D 57 96 Caf 60 43 
D’ 59 64 Uf 7 7 
E 103 103 3 3 3 
Total 219 263 37 “10 "63 


The Rural Midwest 


t Rural 
Market oy aa eae ag Mats Counties Times 
State Rural Rural in in in 
Markets Counties Sample Sample Sample 

Tllinois 69 89 3 8 8 
Indiana 67 67 v4 2 2 
Towa 80 80 g 2 2 
Kansas Lh 7 2 g Q 
Kentucky 112 112 3 8 8 
Michigan 60 60 2 g 2 
Minnesota fi 71 3 3 3 
Missouri 96 96 2 2 2 
Nebraska 82 82 g 2 2 
North Dakota 49 49 1 1 1 
West Virginia 41 41 g 2 2 
Wisconsin 52 52 Q 2 g 
Total 970 970 29 29 29 


Allocation of Interview 


The “unit” national sample used by Sindlinger & 
Company is 1,200 -+ nationally, approximately 300 in 
each of the four geographic areas. As many multiples of 
1,200 are used as are necessary to bring the total size of 
sample up to the number needed for a particular study. 
Thus four unit samples are used per month to bring the 
total up to the desired 5,000 completed used for this 
study. 

Since this unit of 1,200 is divided equally among the 
four geographic areas, 300 in each, and the areas have 
different sizes, this means that each area has a slightly 
different proportion of the total population included in 
the sample. The proportion of the population included 
in the sample from each area is the “‘sampling ratio” of 
each area—that is the chance that any family in the 
whole area will fall into the sample. 


Midwest Summary 
1950 Number Counties Places Counties Times 
Area Popula- re) in in in in 
tion Markets Market Sample Semple Sample 
Metropolitan 
A,B,C,D 25,733,000 57 96 27 60 43 
Nonmetropoli- 
tan, but urban 
markets D’ & E 7,046,000 162 167 10 10 10 
Rural 16,634,000 970 970 99 29 29 
Total 49,413,000 1,189 1,233 66 “99 “92 


In the Midwest example we showed that each 
primary sample unit place had one chance of being in- 
cluded for every 600,000 population. With the total area 
population of 49,400,000 this means there were 82 selec- 
tions made (49,400,000 divided by 600,000 = 82). To 
yield a sample of approximately 300 in the Midwest we 
must allocate four interviews for each selection (4 x 82= 
328). The four interviews assigned to each selection is 
referred to here as the sampling factor to produce one 
unit sample in the Midwest. 

On the basis of 82 times or selections in the sample, 
Midwest interviewing for a unit sample ‘is allocated as 
shown in the accompanying table. 
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Selection Times in Sample and Sample Size Factor 300 + interviews per unit sample). These sampling 
SS - ° 
‘Aa = Selection cx factors must be varied because the number of selections 
a ag Teale gauale: of primary sampling units are different in each area. 
Sample Berle ae Size It should be pointed out that equal numbers of in- 
ee ara: terviews assigned to each geographic area, and the at- 
ABC & D ov 43 4 172 tendant varying sampling factors are not required by 
N CY aang — theory. Rigorous theory would indicate that the number 
an ma: ; 7 7 
=i SR aaa . : sty of interviews allocated to each geographic area should be 
Total 66 82 - 328 Allocations to the Four Geographic Areas 
hi Ais sks breathy ea Re Pen Allocation 
2 eographic amplin, 

To produce a monthly sample of approximately 5,000 Area Units (Selections) ‘Factors’ Allocations Units 
nationally, 1,200 in each region, 16 families are allocated (A) (B) (A)x(B) AxBx4 
in the Midwest for each time a primary sampling unit Tank ee 34 71 4 284 1,136 

Midwest... 66 82 4 328 1,312 
How 1,200 Interviews in the Midwest Are Divided among Sloe a He am He neo 
Various Sampling Places eco Soa 
Total... 187 249 1,252 5,008 
Ti Sampli Is: 
Market ae Factor, Nunber of ~ 5 
Sample Multiplied by4 Interviews roughly proportional to the populations of each geo- 
Chicago 9 16 144 graphic area. No bias results from this deviation from 
aoe - : a * sampling rigor, only a slight loss in efficiency. 
Fie Maines 1 16 16 The equal number of assigned interviews are main- 
Rural counties 1 16 16 tained here for administrative convenience at Sindlinger 


& Company, where other studies require separate and 
equally accurate estimates of each of the four geographic 


fell into the sample. That is four sampling factors of four areas! 


require 16 interviews for each selection. 

In other geographic areas, the sampling factors are 
varied to produce in each an assigned sample of 1,200 Since the primary sampling units are designated by 
to 1,300 interviews for four assigned samples (about counties (individual counties in smaller places, and con- 


C. Telephone Books as Sample Frames 


Summary of Results for All Four Regions for Four Unit Samples to Produce 5,000 Assigned Interviews 


rpehiee 
Area Number of Counties Places Counties Times Sampling for’ ‘our 
Markets in Market in Sample in Sample in Sample Factor Unit Samples 
fotat? Metropolitan A,B,C & DD’... 0... eee 162 280 80 177 142 a 2,816 
Nonmetropolitan but urban D’ & E.............. ‘ 436 447 31 32 31 ae 680 
AEA ET Meteree atta pt a ctaveraans Oeleleceinjere + Bon o.efsyeieiiaysim «(oie 2,346 2,846 76 76 76 “ie 1,512 
GE Casa Be ere Ete Siero ora aide «cae w aNekara lo olde 2,944 3,073 187 285 249 5,008 
East: Metropolitan A,B,C & D................. 36 85 Q1 63 58 4 928 
Nonmetropolitan but urban D’ & E.............. 40 40 5 5 5 4 80 
ion & Slo Gain. ce ene CA RIG CIO ERIC ICDL 121 121 8 8 8 4 128 
Otalmerete fo cre See Cece Ss elesaeson ees 197 246 34 76 71 4 1,136 
Midwest: Metropolitan A,B,C & D............. 57 96 Q7 60 43 4 688 
Nonmetropolitan but urban D’ & E.............. 162 167 10 10 10 4 160 
RIA rare Sine Rate ace catia ridle slacgeere swag 970 970 29 29 29 4 464 
QGEL jhe Ae Re BEIS a Beran Oni oeeRne 1,189 1,233 66 99 82 4 1,312 
South: Metropolitan A,B,C & D................ 51 69 22 $2 22 5 440 
Nonmetropolitan but urban D’ & E.............. 146 150 10 11 10 5 200 
DEN ecnaigns GdiiCtimodio n> ROUGE Inara nr 964 964 32 32 82 5 640 
Rave 4 a AI Bolas 5 IOC OPC Oetee OCI ACROTC 1,161 1,183 64 15 64 5 1,280 
West: Metropolitan A,B,C & D................ 18 80 10 22 19 10 760 
Nonmetropolitan but urban D’ & E.............. 88 90 6 6 6 10 240 
PRIDE erence coy o esate) saeio) shesasalaVs (ose (elaislsreie eieales 01K a18'9,.08 0 291 291 7 ff 7 10 280 
EP Oa es; cat sues eue er cielotoheie apeinyacale lalate’ 2 pty mere e600 397 411 23 35 32 10 1,280 
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tiguous counties Lo cover metropolitan areas), it is also 
necessary to have a sampling method for telephone 
homes within these places. 

Fortunately, almost all the telephone companies in 
the United States have organized their exchanges by 
counties or townships. The group of exchanges in a tele- 
phone book is usually coterminous with county lines. It 
is easy to check this rule for exceptions since all tele- 
phone companies publish (or have available) exchange 
maps showing the areas covered by each telephone ex- 
change. Telephone exchange maps are always kept up to 
date, for they show location of facilities by streets and 
addresses. 

In the few exceptions where telephone books are not 
coterminous with the sample counties, it is necessary 
to get all the books which contain any people living in 
the sampled counties. These books may also contain 
many residents not in these counties. In this case, any 
household designated by the sampling method which 
does not fall into the telephone exchanges of the sample 
county is disregarded. 

Telephone books represent excellent sampling media, 
or frames, since they are generally kept rigorously up to 
date. With few exceptions (most notably unlisted num- 
bers), they show all the telephone numbers in the area 
covered. By means of the listing, it is usually easy to 
determine the numbers which refer to residences. Only 
residences are considered in this sample; professional 
and business numbers are omitted. 


Sampling from Telephone Books 


Telephone books covering every sample place are 
maintained in the central office of Sindlinger & Com- 
pany in Ridley Park, Pennsylvania. All sampling for 
each week’s telephone interviewing is done at this 
office. 

The sample of residential phone numbers is made by 
selecting, at regular intervals, numbers in all the tele- 
phone books covering the area. The total number of 
residential listings is estimated by multiplying the num- 
ber of pages in all books for the place by the number of 
columns, the result being then multiplied by the es- 
timated number of residential listings per column. For 
example, this number may be 18,000. A sampling in- 
terval is determined by dividing the total listings by the 
size of the sample to be drawn from that place. Suppose 
that this sample size is 50; the sampling interval is then 
360. Some random number, less than the sampling in- 
terval, is first chosen as a starting point and thereafter 
every 360th residential listing is selected throughout the 
books. 

The phone numbers so selected are transcribed to the 
questionnaire and mailed to the interviewers. The names 
in the book are crossed out when assigned. For each 
succeeding sample week the next succeeding numbers 
are selected. 

The names and addresses for each sample number are 
not transcribed to the questionnaire. The interviewer 


repeats the telephone number at the start of the inter- 
view to make certain that the correct number has been 
reached. 

When a nonresidential phone number appears in the 
selection, the number for the next different name is 
selected. If the next listed number was taken, there 
would be double representation of people with two 
listings. For instance, a lawyer whose residential listing 
follows his office listing would have two chances of 
falling into the sample. 


The Telephone Interview 


Interviewing on weekdays is confined to a period of 
one or two hours before the dinner hour and one to two 
hours afterward, depending upon the area or place. 

Only household heads are accepted as respondents in 
this study. The interviewer asks the identity of the 
person answering. If this is not the household head, the 
interviewer asks for him or her, just as in personal in- 
terviewing. 

Since the unit of analysis is the family, it is assumed, 
as in nearly all household and family studies, that the 
household head can testify for the whole family. This is 
similar to the method used by the Census Bureau in 
housing censuses, when any responsible adult’s testi- 
mony is accepted as a description of the family’s 
characteristics. 

There is, however, a possible difference between the 
stated buying intentions of men and women in families 
where there are two heads. For this reason interviewing 
is conducted during the evening when men heads in 
such families are more likely to be at home and to 
answer the phone. This tends to give a better representa- 
tion of men in married couple families. 

In order to average out this difference, men and women 
in such families should be nearly equally represented, 
since they are chosen with equal probability. This con- 
dition is somewhat difficult to attain. It is not wholly 
achieved by calling in the evening when men are more 
likely to be at home. It cannot even be corrected by 
asking to speak to the man of the house and interview- 
ing him where possible, though this can be done a suf- 
ficient number of times to equalize the number of men 
and women family heads. 

Such a procedure theoretically biases the sample 
toward too many men heads of families who are fre- 
quently at home and who have a higher propensity to 
answer the phone, even when their wives are at home. 
Sunmilarly, it underrepresents men heads of families who 
are frequently away from home or who, when home, let 
their wives do most of the telephone answering. 

However, by asking each respondent if he or she hap- 
pened to answer the phone the last time it rang, the 
bias was shown to be small. While individuals who 
answered the last time have, on the average, a higher 
propensity to answer the phone than individuals who 
did not answer it last time, study of these two groups 
revealed that family buying intentions did not differ 
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materially between the two groups, though sex and 
other personal characteristics did. 

We conclude then that the theoretical bias of not 
properly representing men who do not so readily answer 
the phone as do their wives does not seriously bias data 
on family buying intentions. This conclusion will be 
rechecked periodically. 

Should this bias become more serious, a simple cor- 
rection is possible. Ask each respondent if he or she 
happened to answer the phone last time; also ask about 
the time before last. Persons who answered both pre- 
ceding times (three times in succession) get a weight of 
one. 

Persons who answered only once in the two preceding 
times (they answer two times out of three) get a weight 
of one and a half to allow for the one time in three such 
persons, on the average, do not answer the phone. Per- 
sons who did not answer either of the two preceding 
times (they answer only one time in three) get a weight 
of three to correct for the two times or three, on the 
average, that they do not answer the phone. 

Obviously, there are people who answer the phone 
even less frequently than one in three times. These re- 
main underrepresented in proportion to the degree that 
their average rate of answering is less than one in three 
times. Very likely this group is small. Thus far, this cor- 
rection seems unnecessary. 

The fact that male and female family heads might 
differ in their assay of family buying plans, which in 
turn would affect the correspondence of buying plans to 
buying, is in itself a possibly important phenomenon. 
Equally the relationships of buying plans to buying for 
families with only a male head and families with only a 
female head are also important. All these will be ex- 
amined in the course of this study. 


The Treatment of Call-backs 


A further problem exists in personal interviewing 
which for all practical purposes does not exist in tele- 
phone interviewing. This is the case of dwelling units 
where no one is at home. In personal interviewing there 
is considerable expense and time lost in returning to the 
designated households. 

In the telephone interviewing underlying this survey 
the practice is to call back six times on successive days. 
Tf at the end of these six call-backs in one week no one 
has answered to be interviewed, the questionnaire is 
returned to the home office in Ridley Park, Pennsylvania. 

In addition to successive call-backs in later weeks for 
those not at home in any one week, people who “‘e- 
fused” in one week are also called back in a subsequent 
week. Experience has shown that the second call-back, 
within a household where a member refused the first 
time, often results in a completed interview. 

In the following week, the telephone numbers not 
‘answered the previous week go back in the sample; the 
questionnaire is returned to the interviewer the second 
week thereafter and six more calls are tried on the 
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respondent. This process of returning the questionnaire 
every other week is continued until the respondent 
household is located and included in the sample, or it is 
definitely ascertained that the household no longer 
exists. For this reason there is no difficulty owing to 
nonresponse because of no one at home—call-backs are 
continued until someone is found at home. 

Each week’s interviewing shows up “crisis situations” 
which range from 2% to 6% of the sample; 7.e., death in 
the family, critical illness, telephone service interrupted 
owing to tornadoes, floods, fires, etc. In such situations 
these uncompleted interviews go back in the sample the 
following month. 

In this survey the completion rate of assigned inter- 
views, on an average weekly basis, is over 80%. This 
means that less than 20% of all assigned interviews are 
incomplete for all possible reasons, including refusals 
and not-at-homes after indefinite call-backs. 


Projection Method 


The number of persons per household are ascertained 
in each sample interview. For each region of the coun- 
try—East, Midwest, South, and West—the average 
number of persons per household can be calculated from 
the sample interviews. The average number of persons 
per household is actually obtained from two months’ 
interviewing. This average number is divided into the 
civilian noninstitutional population (including military 
personnel living off-base) as determined from the Bu- 
reau of the Census. (The latest available distribution of 
population by states is applied to the Census Bureau’s 
monthly population estimates.) The result is a monthly 
estimate of the number of households in each region, 
which can be viewed as an interpolator of the Census 
Bureau’s household estimates. With each succeeding 
month, a new average number of persons per household 
is calculated directly from the interviews of the past 
two months. The resulting estimates of households are 
very similar to the totals prepared by the Census Bu- 
reau. For instance, as of March, 1958, the Census 
Bureau estimated the total number of households in the 
country at 50.4 million. The corresponding number for 
March, 1958, estimated by the procedure outlined above 
was 49.8 million. 

There are several inconsistencies whose effects are 
perhaps small; in any case they are measurable and cor- 
rectable, and are currently under investigation. For 
instance, primary sampling units are selected and inter- 
views allocated with probability proportionate to the 
number of people. Interviews, however, are conducted 
with telephone families only. As pointed out earlier we 
are studying either (a) the total population of telephone 
households or (b) the total population of all households 
—accepting the bias of frame that telephone households 
in any locality do not exactly represent all households. 

In neither case are the sample probabilities and alloca- 
tions exactly congruent. This can be seen in the fact that 
every telephone household did not fall into the sample 
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with equal probability. Telephone households in places 
where there are fewer than average owners of telephones 
relative to the number of people have a greater than 
average chance of falling into the sample and vice versa. 
This means that if we are studying the population of 
telephone households, we are overstating those areas 
where the incidence of telephone ownership is low. 

On the other hand, if we are taking telephone house- 
holds in each primary sampling unit as sufficiently repre- 
sentative of all households, the sample understates 
localities with smaller than average telephone house- 
holds and vice versa. However, we believe that this bias 
is relatively fixed, having little effect on trends of 
internal comparisons among different groups and classes 
of people. 

We previously stated that for a sample to be repre- 
sentative every unit of the population (of families or 
telephone families) must have some known chance (not 
zero) of being included in the sample. Households with- 
out telephones have no chance of being included in the 
sample. Therefore, as a sample of all households we have 
an uncorrectable bias. 

If it is considered as a sample of telephone households, 
the theorem for unbiased sample estimates must be 
applied. Each unit in the sample must be weighed by 
the reciprocal of its chance of falling mto the sample. 
For example, units that have one chance in a million to 
fall into the sample should be weighted ten times more 
than units that have one chance in 100,000. 

In the case of this survey, the chance of any particular 
household in a particular geographic area falling into 


it le i zs x = here: 

a unit sample is 7; X G where: 
U=sample size factor for the region (for example, 4 in Mid- 
west) 
T=number of telephone households in the primary sam- 
pling unit 
N=number of persons in the primary sampling unit place 
S=the sample modulus (for example, 600,000 in Midwest). 


If N divided by T were a constant ratio, every tele- 
phone household would have an equal chance of being 
included, since U and S are fixed in any one geographic 
area; no differential weighting would thus be required. 

This is not strictly true; N divided by T varies from 
one primary sampling place to another. Since N is the 
population of the place and T is the number of tele- 
phones in the place, the ratio of N to T represents the 
number of people per telephone. Areas with larger-than- 
average families (rural places) and areas with fewer- 
than-average telephones per capita (rural places) will 
tend to be overrepresented. We should therefore apply 
our theorum to get an unbiased sample estimate. This 
special test will be run in the near future. 

Actually, since N divided by T varies only slightly 
from one primary sampling unit to the next, we can be 
assured that the bias of overrepresenting areas with low 
incidence of telephone ownership is slight. In fact, this 


slight overrepresentation may bring the sample es- 
timates closer to what would result from a sample of all 
households, with or without telephones. 


Quality Control 


If there is anything that distinguishes modern survey 
research from the research of even ten years ago, it is 
the much greater adherence of methodological practice 
to theory. No longer is the excuse tenable that, since the 
correct theory is unattainable, we will choose an in- 
adequate or improper method that is attainable. 

In previous sections we have pointed out some of the 
junctures where practice fell short of theoretical design. 
In this section we shall discuss more of these spreads 
between theory and practice, and what we hope to do 
about them. 


Take Sampling Error 


Sampling error is present in all survey research be- 
cause we can never in practice observe the whole popu- 
lation. We infer things about the whole population from 
our sample of it, usually by assuming that statistics 
(averages, percentages) of the sample apply to the whole. 
This is only true within limits, and the limits are 
measurable only if the sample is a probability sample, 
drawn at random. 

The word “random” used here has a very limited, 
technical meaning. It does not mean haphazard. The 
theoretical concept of random implies complete freedom 
of cause; this is impossibie in the natural world. There- 
fore, we define as random any method of selecting 
people, families, and places that is wholly unconnected 
with what we are measuring. 

There are published tables of random numbers which 
were generated by some machines (originally well- 
balanced roulette wheels; more recently elaborate 
electronic devices). We can assume that these random 
numbers are unconnected (uncorrelated) with the char- 
acteristics of the families they designate in our sampling 
plan. Therefore, we can say that our sample is random. 
This bit of logic sounds very pedantie and formalistic 
when we first encounter it—far too theoretical for 
practical men. In practice, it turns out to be very real. 

Overlooking the idea that persons with two listings 
have twice th chance for inclusion in the sample—if 
listings rather than residential listings are sampled— 
could be disastrous to the study. For two telephones are 
undoubtedly correlated with two automobiles and per- 
haps twice the buying plans for cars as one-listing 
families. An even more dramatic example would be to 
choose (as if it were random) telephone listings ending 
in zero, or double zero. This would undoubtedly result 
in an overabundance of people with private switch- 
boards. 

Only under strictly random conditions do the so- 
called laws of chance apply and “errors cancel out”; 
deviations from the average “average out” in the long 
run to yield the “true” figure. The length of this “long 
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run” is related to the size of the sample or the number 
of cities and families the sample includes. 

When a sample is specified “at random” we can get 
probabilities that the statistics of the sample are within 
specific limits of the corresponding figures for the popu- 
lation. These limits are called confidence limits: the 
larger the sample the narrower will be the limits; or the 
greater our confidence, in any given limits. 

For example, we select 5,000 individual families at 
random from all United States families and find that 
10% say that they are planning to buy a car in the next 
year: how does this 10% compare with the number we 
would get if we could ask all 50-odd million families? 
There is a mathematical formula for the confidence 
limits of this 10%, which, when applied, indicates that 
the odds are 19 out of 20 (19 to 1 or .95) that this 10% 
falls within less than one percentage point (0.85) of the 
true figure. In practice, we say, with only slightly less 
rigor, that the “‘true’’ figure lies somewhere between 9% 
and 11%—10% is close enough. 

The same formula can give narrower limits with lower 
levels of confidence, or wider limits with higher con- 
fidence. For example, we could say that (a) the odds 
are two out of three (2 to 1 or .67) that the 10% statistic 
is within one half a percentage point; or that (b) the 
odds are 997 out of 1,000 (300 to 1 or .997) that the 10% 
statistic is within one and a half percentage points. 

An expression of confidence limits means two things: 
that the limits are 9% to 11%, or plus or minus 1, and 
that the confidence is 19 out of 20 chances, 19 to 1 odds, 
or .95. In sampling, the limits are never zero nor the 
confidence a “sure thing,” except in the usually unat- 
tainable case of a total census. 

Although this theory may seem complex when first 
encountered, the practical case is much more com- 
plicated to handle rigorously. The mathematical for- 
mulas we have used describe an unrestricted random 
sample, one in which every family in the United States 
has an equal chance of being selected, and in which each 
family is selected from all families independent of any 
other selections of families. However, deviations must 
occur in the choice of a sample. 

The same number of telephone households have been 
selected from each region; for example, 300 from the 
Midwest where there are perhaps 13 million telephone 
households (3 chances in 130,000), and 300 from the 
West where there are about 6 million telephone house- 
holds (3 chances in 60,000). This causes no bias in the 
results, because in projecting the sample to total United 
States telephone households the Midwest sample, in 
effect, is weighted to 13 million and the West sample to 
6 million. This deviation from equal probability does, 
however, make the sample somewhat less efficient, giv- 
ing slightly wider limits of sampling error, or slightly 
lower levels of confidence. 

' The practical departure from the second complication, 
the independent selection of individual families, is a 
mixed blessing. Stratifying the United States into four 
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regions (and weighting out the bias mentioned above), 
and selecting places from a card file ordered by state and 
size of place, preclude all the possible chance errors of 
over- or underrepresenting certain geographic areas and 
size classes of places. Precision is thus helped (confidence 
raised, limits narrowed). 

Clustering or grouping the sample of families into a 
limited number of places (primary sampling units) adds 
considerably to operating efficiency but loses something 
in sampling precision. The United States sampling frame 
of primary sampling units had a total of 2,957 such 
“markets” covering the 3,100 United States counties. 
From this are chosen only 187 for our sample. Within 
these the 5,000 families per month are selected. 

An independently selected random sample of 5,000 
families would include at least one family from most of 
these 2,957 places—perhaps upwards of 2,000 of them. 
This would mean either 2,000 interviewers, one in each 
place, or many long-distance calls from interviewers in 
a smaller number of places. Either would be adminis- 
tratively impossible or hopelessly expensive. 

A two-stage sample is therefore used, covering 5,000 
families representing 187 places, which in turn represent 
the total of 2,957 places. The smaller number of places 
cannot be as precise a sample as a larger number even 
though there are more households per place than in an 
independently chosen sample. Some precision is lost 
(confidence lowered, limits widened). 

It is theoretically and actually possible to write and 
compute for every statistic in the study the exact 
formulas and confidence limits for our stratified clus- 
tered random sample. But this effort is usually im- 
practicable. At any rate it is beyond the scope of this 
report. 

There is, however, a practical solution to the problem 
of estimating confidence limits which shows that the re- 
sult of modifications of the theoretical unrestricted 
random sample to a stratified clustered random sample 
is to reduce sampling efficiency. The sample of 5,000 
households in a sample of 187 places behaves as if it were 
a sample of only about 3,200 households chosen in the 
theoretical unrestricted random way. Long mathema- 
tical computation of the exact confidence limits for a 


Percentage Statistics Based on 5,000 Households 


Are within This Man; Or Have This 


Percentage Points of the Percentage Error 
Population Percentages (Roughly) 
1% 3 28.0% 
5 6 12.6 
10 8 8.5 
20 1.1 5.7 
30 1.3 4.3 
40 1.4 3.5 
50 1.4 3.8 
60 1.4 2.3 
70 1.3 1.9 
80 1.1 1.3 
90 8 9 
95 6 At 
99 3 3 
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few statistics revealed that the results are about the 
same as those derived from simpler theoretical formulas 
based on a sample of 3,200. We then used the simpler 
formulas with 3,200 households as the sample size to 
compute the confidence limits of all our statistics based 
on 5,000 families in 187 places. 

As an over-all evaluation of the sample, we say that 
our sampling efficiency is 64% (3,200 divided by 5,000). 
This means that the limits are tolerable with reasonably 


Approximate Limits for Statistics Based on Smaller Numbers 
of Households! 


These Based on these many households: 
Percentages 4,000 3,000 ,00 1,000 
Statistics Are within these many percentage points: 
(or these) 
Lett te (99) $3) 4 48 .6* 
isey shale, thee ts) 5 (95) Af 8 1.0 1.4 
IU Ro Os See (90) 9 1.1 1.3 1.9 
De csavepere ene» (80) 1.3 1.4 1.8 9.5 
SOr ove eee. (70) 1.4 1.6 2.0 2.9 
4O meetin oP ke (60) 1.6 1.8 22 Sil 
SO stein ote 1.6 1.8 2.2 3.4 
(Confidence: 10 to 1) 


1 The percentage points of limits are the same for any percentage as they are for 
the complementary percentage. If the statistic 30% is too high by say 2 percentage 
points, its complement, 70%, must be too low by an exactly equal amount, 2%. What- 
ever the right answer, the statistic and its complement must add to 100% 


8 Limits on small percentages from small seraples do not lie exactly equally on 
either side of the “true” figure. This stems from the obvious fact that around a true 
Agure of say 1%, no sample, however small, can have an error more than 1% too low. 
The obverse is identically true for percentages above 99 

high confidence. With this short-cut we can compute the 
above table of limits based on a confidence of 19 out of 20. 
Some of the reported statistics are based on less than the 
total 5,000 households. These statistics then have wider 
limits. 

Sampling Frame Bias 


The bias of the sampling frame has been discussed at 
several points in the foregoing sections. It is impossible 
to argue that the 80% of all households that now have 
phones are just like the 20% who do not, with respect to 
their buying intentions. It is also impossible to argue 
that the 20% who do not have phones buy so little that 
their buying plans are only of theoretical interest to a 
study of “‘wishing.” 

The truth probably lies somewhere between these two 
impossibilities. Suppose we find that 10% of our house- 
holds are planning to buy a car in the next year. Under 
the first “impossible argument,” this would be 10% of 
the total 50 million families, or 5 million planned pur- 
chases. Under the second “impossible argument” this 
would be 10% of the 40 million families with phones, or 
4 million planned purchases. 

Hopefully, this “‘gray area’”’ is not too serious. Should 
the quantitative information on buying plans become so 
highly predictable of buying on a family-by-family basis, 
we shall need to supplement the basic sample of tele- 
phone households with a special sample of nontelephone 
households. 

We could anticipate that this special sample of non- 
telephone households would be quite feasible on a 


rigorous methodological basis. Perhaps the best method 
would be to “borrow” from some personal interview 
surveys, based on rigorous samples, the names and 
addresses of families without telephones. These families 
would be a rigorous sample of nontelephone households. 
The names and addresses would form a frame from 
which we could subsample a small sample for personal 
interview. The subsample could be very small, since 
sampling errors in such a small part of the total popula- 
tion could not seriously add to the total sampling error. 


The Analytical Comparisons over Time 


Far more important than the accuracy of total 
quantitative estimates are the analytical comparisons 
over time, and among different population groups. So 
long as the bias is reasonably constant over time, we can 
assume quite logically that trends in buying plans of 
telephone households are satisfactory measures of 
trends of buying plans for all households. 

Similarly, we can argue that comparisons among dif- 
ferent geographic regions, different income groups, dif- 
ferent city-size groups, show about the same differences 
for all families that they do for telephone families. 

We must be cautious, though, since the effect of these 
assumptions cannot be measured exactly. We can guard 
against going too far wrong by making sure that the 
incidence of telephone ownership does not vary too 
greatly over the times, or among the groups being 
compared. 


Response Error 


Response error is a result of inattentiveness, misun- 
derstanding, and psychological biases. A priori reason- 
ing and, in many cases, observed errors found upon re- 
interviewing for special follow-up studies, suggests that 
each of these causes could be subdivided many times. 

Very few survey research studies have had a sufficient 
budget to study response errors adequately on a sys- 
tematic basis with modern quality-control methods. We 
have often had to be satisfied with somewhat perfunc- 
tory “pretesting” that frequently relegates all response 
error to a tacit assumption that the “average’’ respond- 
ent is somehow unbelievably stupid or would rather lie 
than tell the truth. The truly scientific evidence that 
does exist suggests that the most important causes of 
response error are faults in the questionnaire. That is 
why so much diligence and pretesting went into the 
development of the questionnaire used in this study. 

The effort to date has largely been devoted to mak- 
ing the questions on the questionnaire as easy, clear and 
meaningful as possible. Numerous changes toward these 
ends were made in the questionnaire during the early 
“shakedown.” 


Operating Error 


Operating error, like response errors, can be rigorously 
controlled only by systematic quality control through 
independent reinterviewing. Another way of measuring 
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interviewer operating error is by a study of inter- 
viewer variance. The difference in results from pairs, or 
trios, or quartets of interviewers working in the same 
areas On similar samples can be measured and evaluated. 
This cannot be done in smaller primary sampling units 
which fall into the sample only once. In the large pri- 
mary sampling units, however, several interviewers are 
required. But to avoid too many telephone tolls, the 
total area is divided geographically among the inter- 
viewers, thus prohibiting valid comparison of interviewer 
results as a measure of interviewer variance. 

The decision against either systematic quality control 
or computation of interviewer variance has been based 
on external data concerning the operation of the survey 
technique. These data all tend to indicate that operating 
errors, as well as response errors in some cases, are 
probably so small as not to warrant high expenditure for 
more systematic controls at this time. 


Permanent field staff 


Since most Sindlinger studies are national in scope and 
are continuing studies, field staff members work ex- 
clusively and continually, never by the job. Therefore 
there was no need for special field training for this as- 
signment. This assignment, along with many similar 
ones, is handled by an experienced field staff as part of 
its regular duty, for which it is paid every Friday. 

During the first quarter of 1958, Sindlinger & Com- 
pany operated with 186 supervisory interviewers lo- 
cated within the 187 places which make up the national 
sample. (The Philadelphia market is supervised from 
Ridley Park.) Each supervisory interviewer operates as 
a superviscr for each market and has the responsibility 
of coordinating one or more field staff members. 


Employment Tenure Status of the Sindlinger Field Staff 


Length of Supervisory Staff Alternate 
Employment Interviewers Interviewers Interviewers 
% Number % Number % Number 

prota tary ry. £2h2 aides ore 100.0 186 100.0 182 100.0 829 
DverGyrss.. 02. 4.3 8 4.5 6 
Three to4yrs........ 11.3 Q1 13.6 18 
ED WOWO'S YiBe0 0 «0.5, 46.8 87 23.5 31 
One to 2 yrs. 
Six monthstolyr.... 10.2 19 15.2 20 B7i2 221 
Under 6 months..... 4.8 9 3.8 5 13.4 44 


Average Tenure.... 2.2 yrs. 2.0 yrs. 8 yrs. 


In early 1958 the permanent field staff averaged 318 
people. Each permanent field staff member has at least 
one alternate who works when the staff member takes 
a day off or whenever there is an overload of interview- 
ing. The total number of field interviewers averaged 
about 647; 7.e., 318 staff, 329 alternates. 

All interviewers are paid by the hour, with the rate of 
pay determined by tenure of service. The field staff turn- 
over for the past year has been averaging 5.4 separations 
per month, including alternates. Most separations are 
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owing to illness, maternity, or moving to another market 
outside the sample. 

Total field hours for all Sindlinger interviewing during 
January, February, and March, 1958, averaged 5,209 
hours per week for supervisory interviewers, 2,244 hours 
per week for staff interviewers, 991 hours per week for 
alternate interviewers—a total of 8,444 hours per week 
for all interviewers. 

In this study and others concurrently being handled 
by Sindlinger & Company, telephone and personal in- 
terviewing averaged 9,321 completed interviews per 
week. Actual interviewing time for all interviewing dur- 
ing the first quarter of 1958 averaged 19 minutes per 
interview. The other 35 minutes per interview were 
spent in call-backs, travel and making appointments for 
personal interviews, and record keeping. 

From time to time in the course of special follow-up 
studies, respondents are reinterviewed independently, 
both personally and by telephone. In this work, much 
light is thrown on the possible magnitude and direction, 
not only of response errors, but of operating errors as 
well. 


Editing of Questionnaires 


Before the questionnaires are tabulated, the answers 
are read, coded and punched. In the course of this 
operation interviewer errors are caught. In some obvious 
cases, the error is corrected on the spot and the inter- 
viewer notified. In other cases, the questionnaire is re- 
turned to the interviewer for explanation or reinter- 
view. In about 1% of the cases the questionnaire is dis- 
carded entirely. 


The Completion Rate 


Assigned households in which no one answers the 
phone or no family head is at home are called back, as 
has already been stated. In addition, in 7% to 15% of all 
attempted interviews, the selected respondent refuses or 
puts off the interview. These interviews are reassigned 
every second week until the interview is completed or it 
appears that completion of the interview is hopeless. The 
next week after the first refusal each such respondent 
receives a special delivery letter from the home office 
explaining the purpose of the study and asking coopera- 
tion. 

Although the total loss from “not-at-homes” and 
“refusals” in any one week can amount to as much as 
25% of that week’s assignment, the net losses from these 
two sources amount to only 3.9% for not-at-homes and 
3.6% for refusals. This is because most of the loss in any 
one week is made up in subsequent weeks. 

In addition to certain losses from questionnaires in 
error, not-at-homes, and refusals, there are other losses 
because of disconnected number and language difficul- 
ties which cannot be overcome. Disconnected numbers 
amount to 3.2% of all attempted interviews. Language 
difficulties average out to a loss of 1.6% of all attempted 
interviews. 
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Summarizing all losses from attempted interviews, 
Sindlinger & Company reports an over-all completion 
rate of 86.5% for the present survey during a 26-week 
period extending from February through August, 1958, 
as follows: 


Total attempted interviews..............-.+- 100% 
Total completed interviews.............---. 86.5% 
INetsloss) trom) refusal aan aie eeeeeie 3.6 
Net loss from not-at-home............-.---- 3.9 
Rejected forkerrorss oes oe cee ee er 12 
Disconnected mumberseamwe tee eer 3.2 
Wancuadg exci culties nreretereteten tte reinsert nemo 1.6 


A rejection of 1.2% for errors includes about 0.3% in 
copying the phone numbers, resulting in calls of num- 
bers that do not exist. Since such families do not exist 
this represents no bias to the sampling results. The 3.2% 
error of disconnected numbers is made up of families 
who have moved to another city, plus certain families 
who are no longer telephone households. The latter 
cases should perhaps not be classified as operating 
losses; such families belong to the larger group of non- 
telephone households, which are not in our sampling 
frame. 


Comparisons with Known Data 


A number of years ago, before the advent of modern 
sampling and survey theory, the only justification for 
the accuracy of survey was that, if the survey could re- 
produce known data, it was somehow a “good survey.” 
Few professional researchers saw the basic logical fallacy 
that, because the survey could reproduce known data, 
it would also produce correctly the unknown data to be 
collected. 


Family Incomes, Sindlinger Sample, July-August, 1958, 
and Federal Reserve Board, 1957 


Sindlinger Federal 
Income Class Sarapie Reserve Board 

July-August, 1958 19571 

Winder. Sp,O00mreyacpicrtac crate 50% 51% 
SS O00 81400 ye eins « on.< cco ote Q7 26 
$7,500-$9,999........ 0. cece eee 10 12 
$10,000 and over............... ai 11 
iNotdetermined sac nes. aceee ee 6 0 
4 ey i ele gets Snip eaid Re eo 6 ae 100 100 


1 Federal Reserve Bulletin, September, 1958, p. 1051 


Many researchers depended upon the false idea that, 
if they could “fix up” the survey data by weighting or 
by instructing the interviewers to “get” for interview 
the right number of people in the right classifications of 
known characteristics, the survey data would, ipso facto, 
be predictive of the correct answers on the unknown 
characteristics. Most researchers have now learned 
better. 

It is still true, however, that sampling survey data 
must necessarily, without “doctoring,” be in reasonable 


agreement with any known data related to the new data 
the survey sets out to collect. This is not sufficient to 
prove validity, however, any more than it is valid to say 
that all Frenchmen have two feet; all respondents in our 
sample have two feet; therefore, our sample represents 
Frenchmen. 

That this sample meets these necessary conditions can 
be demonstrated in a number of ways by comparisons 
of the survey results with other accepted data. The two 
comparisons that follow involve July-August survey 
data, compared with known data. Since the samples are 


Occupation of Household Heads, Sindlinger Sample, July— 
August, 1958 and Census Bureau, 1957 


Sindlinger Census 
Occupation of House Head Sass Bureau, 
July-August, 1958 19571 

Professional, managers, and proprietors. . 24 19 
Clerical and salesincc eek oe ee eee 17 il 
Craftsmen, foremen, and skilled........ 17 15 
Operatives and semiskilled............. 13 22 
Other'employed'-. [200.28 aera ste ewnee 11 12 
Nonemployed and unemployed. ........ 18 22 
Total 2, sceate sc ee Fee een ae ae 160 100 


1 Current Population Reports, Series P-20. No. 83, p. 13 


so large, practically all the differences found can be at- 
tributed to unrepresentativeness of the sample, not to 
any inadequacy, since the survey data is based on very 
large samples; biases of sampling frame (telephone 
households only); response errors; and operating errors. 


Qualitative Factors 


Quality of application and interpretation of the data 
will always remain a matter of judgment. Facts are 
being observed with reasonable accuracy and precision, 
but what is really being observed is vocal behavior: 
vocal responses to vocal stimuli from telephone questions. 

The degree of agreement between vocal behavior and 
market behavior is of peculiar interest to this type of 
study. Experience shows that the slightest change in the 
wording or order of the question can have profound 
effect upon a person’s vocal responses; but not all the 
psychological phenomena involved can ever be known. 

It is felt that the data in most cases are reasonable or 
can be rationalized. Where they are unreasonable or 
difficult to rationalize with existing theory, it is hoped 
there will be the insight to distinguish invalid data from 
need for new theoretical foundations to explain them. 


Business Bookshelf 


Sales and Engineering Representation—This book describes the 
growth, activities, and usefulness of the specialized type of 
manufacturers’ agent who not only performs the sales func- 
tion for client manufacturers of custom-engineered prod- 
ucts, but also provides customers with advanced technical 
services. It discusses how producers can evaluate the need to 
have such representation and how the agencies should be 
organized and managed. By Lee 0. Thayer with the coopera- 
tion of George E. Harris. McGraw-Hill Book Company, New 
York, 1958, 210 pages. $6.00. 
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Monthly survey of business opinion and experience 


First-half Business Prospects, by Industry 


METAL INDUSTRIES 


Aircraft and Parts 


Two of the three manufacturers of aircraft and parts 
cooperating in the survey expect their new orders in the 
first half of 1959 to be “10% above” and “somewhat 
higher” than for the corresponding period of 1958; and 
“10% ahead” and “‘comparable” with second-half-1958 
levels. 

First-half-1959 dollar billings will be “down about 
10%” and “comparable” to first-half-1958 billings; and 
“about equal” to the second-half-1958 total at the two 
companies replying. 

The dollar value of production during the first six 
months of 1959 is respectively forecast by two com- 
panies to be up “by about 20%” and down “about 10%” 
from the first-half-1958 rate. In both cases, this means 
that production in the half year ahead will be “about 
level” with that of the latter half of 1958. 

All three cooperators report that their current dollar 
values of inventories are “‘lower,” “18% lower,” and 
“down about 30%,” from year-ago levels. Inventories as 
a per cent of sales are unchanged from a year ago at one 
company and lower at a second reporting company. 
Dollar inventories in the first half of 1959 will “increase 
somewhat” at one company, rise by “10%” at another 
company, and are expected to remain “around current 
levels” at the third firm. 

Expenditures will be about the same for capital 
projects in the first half of 1959 as in 1958, according to 
the plans of all three cooperators. Of the two companies 
venturing to predict profits, one expects pretax earnings 
in the first half of 1959 to “equal” those in the com- 
parable period of 1958, whereas the other expects to 
experience a “10%-20%” drop in profits. 


Blast Furnaces and Steel Mills 


Business will be on the rebound in the coming six 
months, according to the estimates received from seven 
iron and steel companies. All expect that new orders in 
the first half of 1959 will exceed those received in the 
first half of 1958, “‘somewhat,”’ in one case, and by “5% 
to 10%,” 10%-15%,” “99%,” “at least 30%,” “32%,” 
and “50%” in the others. Compared to the second-half- 
1958 rate of ordering, six producers expect to post 
increases of “5% to 10%,” “10% or 15%,” (two com- 
panies), “21%,” “30%,” and “37%” during the next 
half year, whereas the seventh believes the totals for 
the two periods will be “‘about equal.” 

These companies are similarly optimistic about the 
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outlook for dollar billings. First-half-1959 billings are 
estimated to be “somewhat up,” “5% to 10% better,” 
up “12%-16%,” “at least 30% better,” “35% up,” “up 
approximately 50%,” and “69%” higher than in the 
first half of 1958. As in the case of new orders expecta- 
tions, one company expects that its first-half-1959 dollar 
billings will be on a par with those of the latter half of 
1958, while the other six companies forecast increases 
ranging from “5% to 10%” to as much as “30%.” 

Production for the opening half of 1959 is being 
scheduled in line with new orders and billings expecta- 
tions, with all seven companies planning to produce 
more than in first six months of 1958. According to these 
companies their dollar value of production will be 
“somewhat up,” and higher by “15%,” “30%,” “30%- 
40%,” “38%,” “55%,” and “70%.”” Comparison with the 
second-half-1958 rates of production shows prospective 
production in the first half of 1959 to be “‘about even,” 
“5% to 10% better,” “10% or 15% better,” “up 20%,” 
“21% up,” and “up about 25%” (two companies). 

Current dollar inventories have been reduced below 
last year’s levels at the six companies reporting on this 
point by the following amounts: “6%,” “10%” (two 
companies), “12%,” “19%,” and “25%.” Current inven- 
tories as a per cent of sales are higher than a year ago 
at two companies, about unchanged at one company, 
and lower at three others. In four of these six companies, 
inventories during the first half of 1959 will trend higher 
by amounts characterized as “slight” to as much as 
*10%.”’ On the other hand, two steel producers plan to 
reduce their inventories during the next six months, 
although the treasurer of one of these firms points out 
that such reductions are “principally because of seasonal 
factors.” 

The rate of capital expenditures during the first half 
of 1959 will be below the average rate for this year at 
four responding companies. Two of these firms indicate 
that their anticipated drop-off in capital spending will 
be “slight,” but a third producer reports: 


“Since we are nearing the completion of expansion plans 
initiated years ago, our rate of capital expenditures during 
the first half of 1959 will be considerably below the average 
rate for the calendar year 1958.” 


A fifth company in this industry group foresees “‘no 
significant difference in the rate of capital expenditures, 
comparing the first half of 1959 with 1958,” and the two 
remaining firms expect that their capital expenditures 
will “increase” and be “somewhat ahead”’ of the 1958 


average rate. 


(Summary part on page 534) 
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The seven cooperating iron and steel producers are 
unanimous in their belief that first-half-1959 profits 
before taxes will be better than those in the first half of 
1958. As one company president puts it, “as business 
goes up, profits normally go up faster.” 


Communication Equipment 


New orders for the first half of next year are expected 
to “‘exceed’’ those of the same period in 1958 in the case 
of one of the two communication equipment manufac- 
turers reporting on this point, while the second expects 
them to remain “about the same.’’ Compared with the 
second-half-1958 ordering rate, one company expects 
first-half-1959 new orders to be “‘slightly higher,” and 
the other expects a “seasonal” decline. 

First-half-1959 dollar billings and dollar value of 
production are estimated to be higher than in the first 
half of 1958 by two companies, and to be unchanged by 
the third company in this group. Of the two companies 
comparing their prospective billings and production 
with those of the second half of 1958, one foresees an 
increase and the other a decline. 

Current dollar inventories are “about the same”’ as 
those of last year at one responding firm, and “16% less”’ 
at the second. Inventory-sales ratios, likewise, are less 
than a year ago at one company and “have changed 
negligibly” at the other. The one firm reporting on its 
policy toward inventories during the first half of 1959 
indicates that “the trend will be upward.” 

Capital expenditures will “‘probably increase”’ for one 
of these producers and “decrease”’ for the other during 
the first half of 1959, compared with the 1958 average. 

Pretax earnings are expected to rise, for two firms, 
above first-half-1958 levels during the coming six 
months’ period, and are expected to be “slightly less” 
for the third. The president of one of the more optimis- 
tically inclined companies reports in closing that “‘there 
seems to have been a quickening of business since Labor 
Day. I am inclined to take the first half of 1957 as our 
objective, and believe it reasonably likely we shall be 
able to approximate the 1957 results.” 


Electrical Industrial Equipment 


Six out of seven producers of electrical industrial 
equipment reporting on their first-half-1959 new order 
prospects expect them to “increase,” “‘be the same or 
slightly higher,” and to be higher by “10%,” “11%,” 
and “10% to 15%” (two companies) than in the first six 
months of this year. One company, on the other hand, 
believes its new order receipts during the coming half 
year will be “down about 15%” from the first-half-1958 
level. The eighth cooperator in this industry group does 
not report on its new order expectations. Five of these 
seven companies also expect first-half-1959 new orders 
to be “increased,” “the same or slightly higher,” “up 
5%,” “10% better,” and “11% above” those for the 
second half of 1958. The sixth company expects first- 
half-1959 new orders to trend lower by “10%,” and the 


seventh company expects its new orders to remain level 
for the next half year. 

Whereas four respondents anticipate increases in 
their first-half-1959 dollar billings of “perhaps 2% or 
3%,” “10%,” “11%,” and “10% to 15%” over first-half- 
1958 levels, two other companies expect a “slight 
decline” and a drop-off of “13%.” A seventh concern 
indicates that its rate of dollar billings over the next six 
months will be “comparable” to that of the first haif of 
this year. Favorable comparisons are less prevalent 
when first-half-1959 billings are considered in relation to 
second-half-1958 activity. Three companies expect to 
show increases of “5%? (two companies) and “11%,” 
but four others estimate their first-half-1959 dollar 
billings to be “slightly below,” (two firms), “5% below,” 
and “down 13%” from the second-half-1958 level. 

The dollar value of production during the coming half 
year will be higher by “2% or 3%,” “11%,” “10%-15%,”" 
and “15%” than in the first half of 1958, according to 
four respondents, “slightly” and “13%” lower at two 
companies, and unchanged at one company. Compared 
to the second-half-1958 rate, production in the next six 
months will be expanded at five companies and reduced 
at two. Those planning to boost production estimate 
that such increases will be “‘slight,” “‘about 5%” (two 
companies) “10%,” and “11%.” 

Inventory liquidation has been rather general among 
the eight responding companies in this industry group. 
Only one of these companies reports that its current 
dollar inventories are “up 10%” from last year’s levels, 
while the remaining seven report that they are “down” 
(two companies), “down about 5%,” “10% below,” 
“12% lower,” “15% below,” and “down 26%.” How- 
ever, inventories as a per cent of sales are higher than a 
year ago at two companies, lower at two others and 
unchanged at the remaining company commenting on 
this point. Inventory levels will be stabilized during the 
first half of next year, according to the plans of four 
companies, two others expect them to trend higher, and 
a like number foresee inventory reductions on their part. 

The rate of capital expenditures during the first half 
of 1959 will “increase slightly” at two companies, will 
rise by “9% to 18%”’ at a third company, and by “25%” 
at a fourth, compared to the average 1958 rate. A fifth 
producer expects to increase its rate of capital spending 
by an undisclosed amount, while two other firms foresee 
decreased spending rates. 

Five respondents indicate that their profits before 
taxes during the first half of 1959 will be “more favor- 
able,” “improved—in 1958, the company showed a 
loss,” “slightly better,” “somewhat higher,” and “up 
10%” from year-ago levels. The other two companies 
submitting earnings estimates expect first-half-1959 
pretax profits to be less than in the same months of 1958. 


Hardware 
The prevalent mood among the six hardware pro- 
ducers participating in this survey is one of optimism 
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regarding the outlook for the coming half year. Four out 
of five reporting on new orders expect the first-half-1959 
total to be up by “a little,” “15%” (two companies), 
and “21%” over that for the corresponding months of 
1958. The fifth concern expects that new orders will be 
“about the same” in both periods. All five predict that 
first-half-1959 new orders will be “higher,” “up 5%” 
(two companies), “5% to 10% better,” and 10% over” 
those received in the latter half of 1958. 

These five producers are unanimous in their belief 
that dollar billings will be higher than in the first half 
of 1958, with four giving specific estimates as follows: 
“up 10%,” “a 15% increase,” and “20% better” (two 
companies). Similarly, these firms are agreed that first- 
half-1959 billings will exceed those in the second half of 
this year by amounts ranging from “5%” to “20%.” 

The outlook for production is also bullish, according 
to these respondents. All five are planning to boost their 
dollar value of production during the next six months 
“a little,” “10%,” “15%,” “10% to 20%,” and “17%” 
over the first-half-1958 rate. Also, first-half-1959 pro- 
duction will be “higher,” “up 3.6%,” “5% above” (two 
companies), and “10% to 20% better’ than in the second 
half of 1958. 

Current inventories at three responding firms are 
“down 5%,” “10.5% below,” and “substantially below” 
those of a year ago, as opposed to one company which 
reports its dollar inventories are “up about 10%.” The 
two remaining firms’ inventories are at the same level as 
a year ago. As a per cent of sales, however, inventories 
are higher than year-ago ratios at four companies, stand 
about unchanged at a fifth company and are lower at a 
sixth firm. Five cooperators estimating the trend of 
their inventories during the coming half year foresee 
little change: three expect their inventories to go “up 
slightly,” and the other two indicate that they will stay 
about the same. 

Although two hardware producers indicate that their 
first-half-1959 capital expenditures will be “slightly 
greater” and increased by “10%,” over the 1958 rate, 
one company expects a decrease, and three others do not 
anticipate any appreciable change in their rate of capital 
spending. 

Profits are pointed higher, according to six survey 
participants. Pretax earnings for the first half of 1959 
are forecast to “compare favorably,” to be “somewhat 
higher” (three companies), “17% to 20% in excess,” and 
“at least 25% above” those for the same period of 1958. 


Industrial Machinery—General 


While the predominant belief among the seventeen 
producers of general industrial machinery is that new 
orders in the months ahead will show improvement, the 
outlook for dollar billings and production varies. Conse- 
quently, there is a wide divergence of opinion regarding 
profits prospects. 

Although one company expects new orders during the 
first half of 1959 to be “‘some 10% to 25% lower” than 
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in the corresponding months of 1958, and two others 
expect to book about the same volume of orders in both 
periods, the remaining thirteen companies estimating 
their prospective new orders expect to show gains. Those 
reporting on a percentage basis predict order increases 
of “under 5%,” “5%” (two companies), ‘between 5% 
and 10%,” “not in excess of 10%,” “10%” (two com- 
panies), “14%,” “20%” (two companies), “better than 
20%,” and “25%,.”’ 

All sixteen firms reporting on this point predict that 
first-half-1959 new orders will equal (three companies) 
or exceed (thirteen companies) second-half-1958 levels. 
Specific increases mentioned include the following: 
“2%,” “as much as 5%,” “8%,” “10%” (two compa- 
nies), “11%,”’ “13%,” and “15%” (three companies). 

When estimated first-half-1959 dollar billings are 
compared with those of the first half of 1958 the results 
are decidedly mixed: seven companies expect improve- 
ment over year-ago results, six companies predict de- 
clines, and three companies foresee little change. The 
following percentage increases are estimated by some of 
the machinery firms in the first category: “up under 
5%,” “up 10%” (two companies), “15% above,” and 
“20% above”’ first-half-1958 levels. Among those com- 
panies expecting poorer billings, declines of “4%,” 
“8%,” “15%,” and “27%” are mentioned. 

Nevertheless, prospective first-half-1959 dollar bill- 
ings compare quite favorably with those of the latter 
half of this year. Only two out of sixteen reporting 
companies forecast that their dollar billings during the 
first six months of 1959 “‘will probably be less” and 
“6% below” the second-half-1958 level. Another two 
companies expect their first-half-1959 billings to about 
equal those of the last six months of this year, 
whereas the remaining dozen companies predict gains 
ranging from “5%” to “20%.” 

Eight companies plan to produce less in the coming 
half year than in the first half of 1958, while only six 
plan higher production. Two additional companies 
expect to maintain their dollar value of production at 
the first-half-1958 rate. Production declines of “5%,” 
“8%,” “15%,” “25%,” and “27%” are among those 
foreseen by respondents in this industry group, whereas 
among the anticipated gains mentioned are the follow- 
ing: “8%,” “under 5%,” “10%,” and “20%” (two com- 
panies). 

More favorable comparisons result when expected 
first-half-1959 production is contrasted to second-half- 
1958 production rates. Eight companies expect their 
forthcoming production rates to be “higher,” “‘some- 
what more,” “4%-10% higher,” “up 10%” (two com- 
panies), “up 13%,” “up less than 15%,” and “about 
20% ahead”’ of those in the latter half of 1958. Another 
five companies report that first-half-1959 production 
will be “‘less,’”’ “lower,” “‘somewhat less,”’ “6% below,” 
and “10% less”’ than in the last six months of this year. 
The remaining four machinery manufacturers are plan- 
ning no change from second-half-1958 production levels. 
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Inventory reduction among reporting companies has 
been rather widespread during the past year. Thirteen 
indicate that current dollar inventories are less than a 
year ago, one company reports no change in its inven- 
tory levels, and only three companies have added to 
their stocks during the past year. Eight of the thirteen 
companies whose inventories have trended downward 
from year-ago levels report declines of “3%,” “8%,” 
“10%” (two companies), “12%,” “14%,” “25%,” and 
“38¢.”? The three companies with larger inventories 
describe these as being ‘4% above,” “up about 5%,” 
and “substantially above” year-ago levels. 

Inventory-sales ratios are also lower than in the 
previous year at eight companies, are unchanged at 
three companies, and higher at four others reporting on 
this point. The controller at one of these latter com- 
panies explains: “Although inventory values have de- 
creased, the rate of decrease has been less than the 
decrease in sales.” 

“We expect to hold the line on inventories,” is the 
typical response made by one cooperating company 
president to the question: “How will your dollar inven- 
tories trend during the first half of 1959?” Seven ma- 
chinery producers do not anticipate any change in their 
dollar inventories, and three expect inventories to 
‘trend down” and “decrease slightly” (two companies). 
But four respondents are planning to add to their 
inventories during the coming half year. One such com- 
pany, predicting that its inventories “will probably 
increase slightly,” indicates that this will reflect “a 
modest improvement in the rate of sales as well as the 
fact that we have let many of our merchandising and 
manufacturing inventories decline somewhat below the 
levels which we would normally carry.” 

More companies in this group (seven) plan to in- 
crease their rate of capital spending in the coming half 
year above the 1958 rate than plan reductions (four). 
The remaining six machinery producers expect capital 
expenditures to continue at this year’s average rate. The 
sales vice-president of one responding company states: 


“We expect to increase our capital expenditures in 1959 
by 10% to 20% in the face of a reduction in profits. We 
feel, however, that capital goods purchases made early next 
year will be at lower prices and with better delivery dates 
than in succeeding years.” 


Another sales vice-president, whose company’s capi- 
tal expenditures during the first half of 1959 will be 
“somewhat below” the 1958 average, points out that 
“this is in no way due to excessive caution on our part, 
but is the result of the completion of some rather exten- 
sive programs of capital improvement during the latter 
part of 1957 and the first half of 1958.” 

The first-half-1959 profits outlook, as reported by 
fifteen producers in this industry, is decidedly mixed. 
Six companies expect improvement in pretax profits as 
compared to those of the same period in 1958, six com- 
panies forecast poorer profits and three expect to equal 


their first-half-1958 earnings performance. Three of the 
respondents expecting improvement in their profits 
during the next six months specify that such increases 
will be “slight,” a fourth in this group expects a “5%” 
rise over first-half-1958 pretax earnings, and a fifth 
company anticipates “considerably higher” profits. 
On the other hand, among those producers expecting 
less favorable profits comparisons, declines of “10%,” 
“30%,” and “25% to 50%” are mentioned, while one 
company president states that his firm’s profits before 
taxes will be ‘‘much less, due to others, and ourselves as 
well, bidding for business with no idea of making a 
profit. Such bids are priced to minimize current expense.” 


Industrial Machinery—Specialized 


Prospects for business improvement during the next 
half year appear bright for the fourteen cooperating 
producers of specialized industrial machinery. All twelve 
companies reporting on their new orders outlook, except 
one firm which expects “no great change,” anticipate 
that new orders in the first six months of 1959 will be 
“up slightly,” “5% above,” “higher by 10%,” “15% 
above,” ‘20% above,” “20% to 22% greater,” “20% to 
25% better,” “25% above,” “30% above” (two com- 
panies), and “50% higher” than those in the first half 
of 1958. 

A preponderance of favorable comparisons is also 
evident when first-half-1959 orders expectations are 
contrasted against the second-half-1958 rate. Ten pro- 
ducers anticipate receiving new orders at a rate ranging 
from “5%” to “25%” higher than in the second half of 
this year. Three companies expect new orders in the 
coming six months to equal those of the latter half of 
this year, and one company did not reply on this point. 

First-half-1959 dollar billings are estimated to be up 
“slightly” (two companies), “0% to 5%,” “5%,” “15%” 
(two companies) and “20%” (three companies) from 
first-half-1958 levels, whereas only two companies pre- 
dict billings will be “‘slightly lower” and “6% below,” 
and a twelfth company believes its billings in both 
periods will be about the same. Similarly, when a com- 
parison is made between billings estimates for the first 
half of 1959 and the second half of 1958, nine companies 
expect improvement in the months ahead, one company 
forecasts a “slight” drop-off, and two firms believe ‘“‘no 
great change” will occur. Percentage increases cited by 
some of the nine companies mentioned above include the 
following: “4%,” “7%,” “5%-10%,” “10% to 15%,” 
“25% better, seasonally,” and “30%” (two companies). 

With a general improvement in orders and billings 
prospects, the majority of cooperators expect increased 
production in the first half of next year. Ten out of 
thirteen respondents on this point state that their first- 
half-1959 dollar value of production will exceed that of 
the first half of 1958. Some of these companies specify 
the following percentage gains: ““0%-5%,” “5%,” “be- 
tween 15% and 20%,” “20%,” “24%,” “25%,” “30%,” 
and “60%.” The eleventh company plans no significant 
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changes in its rate of production in the first half of 1959 
as compared with first-half-1958 figures, and the two 
remaining firms expect to produce less, by “12%” in one 
instance. 

Eleven out of thirteen companies indicate that they 
will produce more in the six months ahead than in the 
second half of 1958. Two of these firms merely state 
“production should be higher,” but the others expect 
mcreases of “0%-5%,” “5%,” “7% (two companies), 

“15%” (two companies), “23%,” and “25%” (two com- 
panies). A single company expects its production in the 
first half of 1959 to be equal to that in the second half of 
1958, and one company predicts a decline. 

Only two out of fourteen companies state that their 
current dollar inventories are higher than a year ago. 
The remainder report that current inventories are “‘sub- 
stantially iower,” “down a few percentage points,” 
“4% below,” “5% less,” “10% below” (two companies), 
“12% less” (two companies), “lower by 10%-15%,” 
“13% below,” “20% under,” and “‘down approximately 
33144% from that of a year ago.” Nevertheless, inven- 
tory-sales ratios are currently higher than a year ago at 
seven companies, unchanged at two others and lower at 
still two other companies. The three remaining com- 
panies did not reply on this point. 

Eight out of twelve responding firms plan on adding 
to their inventories during the first half of 1959, al- 
though in no case is this expected to result in an increase 
of more than 10%. Typical of the restraint with which 
inventory accumulation is viewed are the remarks of one 
respondent, who writes: 


“We hope to hold our inventories level during the first 
half of 1959, but if business picks up as we anticipate, our 
inventories may go up slightly.” 


Three other companies expect to keep their inven- 
tories unchanged during the months ahead and only one 
cooperator plans a further reduction of “about 3%.” 

Capital spending plans for the first half of 1959 vary 
widely among these specialized machinery producers. 
Five expect their first-half-1959 capital expenditures to 
be “increased,” “60%” higher, “substantially” and 
“somewhat” (two companies) increased over the aver- 
age rate for 1958. Four other companies foresee reduced 
capital expenditures, off by “80%” from the 1958 rate in 
one case. These producers explain, however, that “this 
is not due to anticipated business conditions in 1959, but 
rather to the completion of a phase of our expansion 
program during 1958.” The five remaining respondents 
expect capital spending in the next six months to con- 
tinue at the rate prevailing in 1958. 

Ten out of thirteen companies forecast that their 
profits before taxes for the first half of 1959 will be 
larger than for the same period in 1958. Specific in- 
creases mentioned include the following: “slight, about 
1%,” “10% -20%,”” “20%,” “50%” (two companies), and 
“in excess of 100%.” A seventh company in this group 
indicates that its pretax earnings will be “perhaps three 
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times as much as in the same period in 1958, but then, 
early 1958 was very poor for us.” 

The eleventh company expects to earn about the same 
amount during the next half year as in the first half of 
1958, while the two remaining companies believe profits 
before taxes will “probably be lower,” due in one case to 
“appreciable increases in labor and other costs.” 


Instruments and Controls 


Five out of the six companies in this industry group 
cooperating in the survey expect to receive more new 
orders in the coming half year than during the same 
period of 1958, increases of ‘5% to 8%,” “13%,” and 
“15%” being specified in three such cases. The sixth 
company expects new orders for the first half of 1959 to 
be “‘about the same”’ as in the first six months of 1958. 

First-half-1959 new orders will also exceed those of 
the latter half of 1958 at four companies, which expect 
such comparisons to be “‘very favorable,” “3.5% higher,” 
“5% over,’ and “10% above” the second-half-1958 
level. The only other company commenting upon this 
point states that its new orders for the first half of 1959 
“‘will be less than our orders for the second half of 1958 
because, traditionally, our peak business is in the second 
half of the year.” 

Similarly, five out of six respondents expect their 
dollar billings over the next six months to be higher than 
in the corresponding months of this year, percentage 
estimates ranging from “only slight” to “15%.” The 
remaining company expects to equal the first-half-1958 
rate of billings. All four companies making comparisons 
between their prospective billings in the first half of 
1959 with those for the second half of 1958 expect to 
show gains in the period ahead, “5% to 8%” in one case 
and “10%” in another. 

Four out of six respondents foresee “significant im- 
provement,” and increases of “5%,” “10%,” and “15%” 
when comparing prospective production in the first half 
of 1959 with first-half-1958 levels. The two remaining 
cooperators expect production in both periods to be 
“the same.”’ Five producers expect their first-half-1959 
dollar value of production to equal (two companies) or 
exceed (three companies) the second-half-1958 rate. 
Two of the three companies planning increased output 
mention “5%” rises and the third company expects a 
gain of “10%.” 

Current dollar inventories are “lower,” “down by 
major amounts,” “down 8%,” “12% lower,” and “20% 
below” year-ago levels. The sixth cooperator in this 
industry group reports that “inventories have remained 
constant.’ Three out of the four companies reporting on 
inventories as a per cent of sales state that this ratio is 
lower than that of a year ago, while the fourth company 
has experienced a rise. Inventories during the coming 
six months will trend higher at three companies, “‘sea- 
sonally”’ in one case, and “‘slightly to as much as 10%” 
and “5%-10%” in the other two. A fourth company 
intends to hold its inventories steady throughout the 
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first half of 1959, whereas the remaining two companies 
report their inventories will drop, by “5%” in one 
instance. 

Three out of five instruments and controls producers 
are planning to increase their first-half-1959 capital 
expenditures over the 1958 average. Such spending will 
be ‘somewhat higher,” and “higher by 25%” at two of 
these three companies, while the president of the third 
company writes that “our rate of capital expenditures 
will increase during the first half of 1959. This increase, 
however, is the result of commitments made during 1958 
for which the principal expenditures will occur in 1959.” 

A fourth company expects spending for capital 
projects to be about the same as in 1958, and the fifth 
company is planning a “15%” decrease for the first half 
of 1959. 

Commenting on the profits outlook for the coming six 
months, one producer expects pretax earnings to be 
“considerably higher”’ than first-half-1958 levels, a sec- 
ond foresees “significant improvement,” and a third 
company estimates that profits will be “about 10% to 
15% greater.” Two other firms state that their profits 
before taxes for the coming six months will be “‘approxi- 
mately the same”’ as for the first half of 1958, and only 
one company expects them to be “a little less.” 


Iron and Steel Foundries 


The prospects for better business in the first half of 
1959 are good, according to the consensus of nine co- 
operating foundries. All seven of the companies that 
report on the outlook for new orders expect improve- 
ment in the first half of 1959 as compared with first- 
half-1958 levels, “‘slight”’ in one case, and higher by 
“10% to 15%,” “15%,” “‘at least 25%,” “50%,” and 
“about 75%” in five others. The seventh producer 
states that “1958 was so poor that 1959 orders should at 
least be equal to those in 1958.” 

These seven foundry operators are also agreed that 
new orders for the first half of 1959 will exceed those of 
the second half of 1958. Those venturing specific esti- 
mates forecast rises of “5% to 8%,” “10%,” “‘at least 
15%,” “30%,” and “3500,” 

First-half-1959 dollar billings will be higher than 
those in either the first or second halves of 1958, accord- 
ing to the unanimous opinion of these seven companies. 
Increases of “5%,”’ “10%,” “10% to 15%,” “15%,” and 
“50%” are cited by five such producers when comparing 
first-half-1959 billings with the totals for the same 
period in 1958. Increases of “5% to 8%,” “7%,” “20%” 
(two companies), and “30%” are forecast in comparison 
with the second-half-1958 level. 

Except for one producer who expects that his com- 
pany’s dollar value of production during the coming 
half year will be “about the same”’ as in the first half of 
1958, the remaining eight respondents forecast higher 
production rates. Estimates of percentage increases, as 
reported by six of these companies, are as follows: 
MOTs “10%,” “12%,” “10% to 15%,” “40%,” and 


“50%.” Comparisons with second-half-1958 rates of 
production are not quite as favorable. One company 
expects its first-half-1959 production to be “down, 
primarily as the result of seasonal factors,” a second 
company feels its output during this period will “at 
least equal” that of the second half of this year, a third 
company estimates a “slight increase,” while the re- 
maining six respondents forecast that their production 
will be higher by “7%,” “5% to 8%,” “20%” (three 
companies), and “30%.” 

All nine reporting foundries indicate that their cur- 
rent dollar inventories stand lower than a year ago. 
Some of the percentage declines reported include the 
following: “5%,” “‘10%,”” “17%,”’ “18%,” 20%,” and 
“25%” (two companies). Inventories as a per cent of 
sales are reduced at four of these companies, unchanged 
from a year ago at three others, while only one company 
reports an increase in its current inventory-sales ratio 
over year-ago levels. Prospects for the first half of 1959 
indicate that inventory liquidation is at an end at six of 
the eight companies responding on this point. One of the 
six companies expects to hold its inventories steady, a 
second indicates “the trend will be upward dollarwise 
and downward percentagewise,” and a third states that 
“the trend of inventories will be up as the rate of pro- 
duction increases.”” Two producers intend to add to 
their inventories “slightly” in the next half year, and 
a sixth firm states that a “5% to 10%” rise is in prospect. 
The two remaining companies plan further inventory 
reductions during the first half of 1959. 

Four out of eight responding firms intend to spend 
less for capital projects in the first half of 1959 than they 
did in 1958. This rate is scheduled to “‘decrease some- 
what,” and “slightly”? in two such companies, to de- 
crease “about 45%” in a third instance, and “precipi- 
tously, because we are just now completing a multimil- 
lion dollar plant.” Two companies expect to boost their 
rate of capital spending, in one case by “50%,”’ and two 
others “anticipate no change” from the 1958 average 
rate. 

Profits before taxes in the first half of 1959 are ex- 
pected to be at “about the same” level in one company, 
and improved over first-half-1958 performance in seven 
others. One of these latter firms indicates that “definite 
results are being realized from extensive cost reduction 
schemes, and the margins on many of our products have 
increased even under the strain of reduced volumes.” 

A second and third firm expect “somewhat better” 
profits in the six months ahead, whereas a fourth firm 
reports its profit margin will widen from “2% of net 
sales for the first half of 1958 to 5% for the first half of 
1959.” The three remaining producers expect to post 
gains of “7%,” “25%,” and “100%” in first-half-1959 
pretax earnings, compared with the first half of 1958. 


Metal Stamping and Coating 
Three cooperating companies predict that new orders 
during the first half of 1959 will be higher than in the 
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corresponding months of 1958. The fourth company in 
this industry group does not report on this point. The 
sole company comparing estimated new orders for the 
first half of 1959 with those in the first half of 1958 
expects an improvement, since it has been “working to 
bring out some new products and new lines.” 

Dollar billings and production will be “increased,” 
“slightly higher” and “increased by about 4%-5% due 
to rising costs” when first-half-1959 levels are compared 
with first-half-1958 levels. As in the case of new orders 
expectations, the one company commenting on its first- 
half-1959 billings and production relative to the second- 
half-1958 rate forecasts a rise. 

Dollar inventories are ‘currently “down,” “down 
5%,” and “substantially” reduced from year-ago levels 
at three producers and “up 18%” at the fourth com- 
pany. Inventory-sales ratios, however, are reported to 
be lower than a year ago at all four firms. Inventories 
during the first half of 1959 will “go up a little” at one 
company, while a second respondent “‘in building up for 
seasonal demand, will increase inventories.” A third 
producer indicates that “‘as our sales volume increases, 
inventories will also increase.” 

First-half-1959 capital expenditures will proceed at 
the same rate as in 1958, according to two cooperators, 
one of which “hopes that the increased sales volume can 
be taken care of by increasing the activity in our second 
shift.” A third company reports that “capital expendi- 
tures in 1959 will be double what they were this year, 
when they were very low.” On the other hand, a fourth 
company is holding its 1959 capital expenditures “‘to a 
minimum.” 

One of the three firms estimating its first-half-1959 
pretax profits relative to those obtained in the first half 
of this year reports that “we most definitely anticipate 
better profits.” The other two companies expect lower 
profits, in one case due to “a move to new plant facili- 
ties,” and in the other to “the extremely competitive 
situation that exists in our industry.” 


Metalworking Machinery 


There is substantial agreement among the eight 
metalworking machinery producers that new orders will 
be on the rise during the first half of next year. All seven 
producers relating their estimates for first-half-1959 new 
orders to the levels prevailing during the first six months 
of 1958 expect to show gains, which in five cases are 
estimated at “110%,” “15%,” “20%,” “25%-30%,”’ and 
“40%”? Comparing first-half-1959 new orders expecta- 
tions with second-half-1958 order totals, six firms fore- 
cast an increase, and one company expects orders to be 
“about the same” in both periods. Specific increases 
mentioned are as follows: “8%,” “10%,” “15%,” and 
“6 48% ae 

These companies are less bullish as regards billings 
comparisons. Two companies expect dollar billings in 
the coming six months to be “10% higher” and “up 
15%” respectively from those in the same months of 
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1958, but four others predict that billings will be “lower,” 
“20% below,” “down 47%,” and “less than half’ the 
first-half-1958 rate. One of these producers explains this 
situation as follows: 


“During the first half of 1958, shipments were consider- 
ably higher than new orders and we were depleting our 
backlog rapidly. Although we expect improvement in new 
orders during the first half of 1959, billings will be lower.” 


On the other hand, billings in the first half of 1959 
will be “higher,” “8% higher,” “up 10%,” and “25% 
higher” than in the second half of 1958, according to 
four companies. One company expects its first-half-1959 
billings to proceed at about the same rate as in the 
second half of 1958, and only one company foresees a 
decline of “30%.” 

Rather wide divergences are apparent among the 
various respondents in this industry group regarding the 
outlook for production in the next six months. Three out 
of six reporting companies plan to increase their dollar 
value of production during the coming half year by 
“10% to 20%,” “about 15%,” and “‘25%” over the first- 
half-1958 rate. But two other companies report that 
production will be “down 47%,” and “60%” lower than 
in the first six months of this year, and the remaining 
firm expects its production in both periods to be the 
same. First-half-1959 production will represent a step-up 
from the second-half-1958 rate at four companies, will 
be lower at two companies and unchanged at the 
seventh company reporting. 

Six out of seven metalworking machinery producers 
have reduced their inventories below those of a year ago 
by the following amounts: “13%” (two companies), 
“19%,” “25%,” “30%,” and “40%.” Only one company 
reports that current inventories are “higher” than last 
year. Inventories as a per cent of sales, however, are 
higher than a year ago at two companies, unchanged at 
one company, and lower at two other companies. Five 
out of six cooperators expect to build up their inven- 
tories during the first half of 1959, in one case as much 
as “10%.’’ Two of the companies point out that “dollar 
inventories will increase as production requirements 
increase.” The sixth company plans to hold its inven- 
tory level “unchanged” throughout the first half of 1959. 

Three out of six respondents plan to increase their 
rate of capital expenditures during the first half of 1959 
as compared with the average rate for 1958. One such 
producer reports: 

“This increased capital expenditure will be for new-type 
automated cost-cutting equipment rather than for standard 
replacements. These expenditures will be made in order to 
increase our efficiency and to improve our competitive 
position.” 


A fourth company expects to decrease its rate of 
capital spending in the coming six months and has 
“none proposed” at present. The remaining two firms 
expect the 1958 rate of capital expenditures to continue 
unchanged into the first half of 1959. 
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The profits outlook for the first half of 1959 is mixed, 
according to the replies received from six producers. 
Three expect their pretax earnings over the coming half- 
year to be “somewhat better,” “up from a loss,” and 
“substantially higher” than in the first six months of 
this year. The other three respondents predict that 
their profits before taxes will be lower. In two instances, 
first-half-1959 earnings will be “30% below” and “‘less 
than one fourth” those for the first half of 1958, while 
the third firm expects a “100% decrease”’ in earnings. 


Motor Vehicles and Parts 


The four producers of motor vehicles and parts par- 
ticipating in the survey express optimism regarding 
their business in the coming half year. They expect new 
orders during this period to “increase,” “increase by 
10% to 15%,” “be 10%-20% higher,” and “‘increase by 
at least 20%” when compared with orders received in 
the comparable months of this year. These companies 
are also unanimous in their belief that new orders in the 
first half of 1959 will exceed second-half-1958 levels, 
increases of “714%,” “10%,” and “10%-20%”’ being 
indicated in three cases. 

Dollar billings comparisons are similar to those 
reported for new orders. All four producers anticipate 
that their first-half-1959 billings will show improvement 
over both the first- and second-half-1958 levels. Com- 
pared to first-half-1958 billings, three of these companies 
specify that billings in the next six months will be 
“slightly better,” “at least 10% better,” and “20%” 
increased. These same three producers forecast “slight,” 
“716%,” and “20%” increases over the second-half-1958 
level. 

Three out of the four respondents expect that their 
dollar value of production for the first half of 1959 will 
be “at least 10% better,” “10%-20% higher,” and 
“increased by 20%-25%”’ over the first-half-1958 pro- 
duction rate. The fourth company reports “we do not 
expect any change in our rate of production.” One com- 
pany intends to keep its production during the first half 
of next year on a par with the second-half-1958 rate, and 
three companies are planning increases of “714%,” 
*10%-20%,”’ and “20%-25%.”” 

All three producers reporting on their current inven- 
tory situation report that dollar inventories are “‘con- 
siderably below,” “down 10%,” and “17%”? lower than 
a year ago. Of the two companies which submit com- 
parisons of their current inventory-sales ratios with 
those of a year ago, one shows a higher ratio and the 
second shows no change. Three out of the four cooperat- 
ing firms anticipate no change in their level of inven- 
tories during the first half of 1959, whereas one company 
is planning on an “‘increase of 5%.” 

Three of these four companies expect their rate of 
capital expenditures during the next six months to 
“mmcrease,” increase “slightly,” and “30% over the 
1958 average rate. One of these producers states that 
“we have kept a very close watch on our expenditures 


in 1958, and it is our definite intention to ease up on 
this control.” The fourth company in this industry 
group reports that its rate of capital expenditures in the 
first half of 1959 is “expected to be about the same” as 
the 1958 average. 

First-half-1959 pretax earnings will “be considerably 
better,” “rise sharply” and “increase by 25%” over the 
first-half-1958 level, according to the estimates of three 
producers, while a fourth company expects “improve- 
ment” but makes this contingent upon its ability “to 
secure further cost reductions and some price increases.” 


Nonferrous Metals 


Ten cooperating nonferrous metals companies are 
preponderantly on the optimistic side regarding their 
1959 business prospects. Five out of the seven producers 
reporting on their new orders expectations for the first 
half of 1959 predict that these will be “substantially 
ahead,” “16% higher,” “15% to 20% above,” “20% 
higher,” and “25% higher” than in the first half of 1958. 
The two remaining companies believe new order receipts 
in both these periods will be “approximately the same.” 
All five companies comparing prospective new orders 
for the first half of 1959 with those in the half year just 
ending anticipate improvement, increases of “1%-2%,” 
“10%,” 12%,” “16%,” and “20%” being estimated. 
The five other companies made no reply. 

Seven out of eight responding companies expect their 
first-half-1959 billings to exceed those of the correspond- 
ing months of 1958, the eighth firm foreseeing little 
change in level between those two periods. The follow- 
ing percentage increases are mentioned by five of these 
cooperators: “1%-2%,” “14%,” “15%,”? “20%,” and 
“25%.” Without exception, the seven companies com- 
paring expected first-half-1959 dollar billings with those 
of the second helf of 1958 anticipate a rise in the months 
ahead, estimated in five instances at “1%-2%,” “12%,” 
“15%,” and “20%” (two companies). 

As in the case of billings, seven out of eight respond- 
ents predict that their doilar value of production in the 
first half of 1959 will be greater than in the first half of 
1958, and one company expects its production to remain 
the same. Anticipated rises of “214%,” “14%,” “15%,” 
“15% -20%.”” “20%,” and “25%” are specified by six of 
these companies. All seven companies expect to boost 
their production in the first haif of 1959 by amounts 
variously reported to be “5%” to “20%” above the 
second-half-1958 rates. 

Six out of the ten respondents in this industry group 
report their current dollar inventories to be reduced 
from year-ago levels, by “5%,” “10%,” “18%,” and 
“roughly 50%” in four instances. Only one producer in- 
dicates that current inventories are higher than those 
of a year ago by “15%,”’ whereas the three remaining 
companies’ inventories are about the same. The situa- 
tion is almost reversed as far as inventory-sales ratios 
are concerned, five companies reporting that inventories 
as a per cent of sales are currently higher than a year 
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ago, two companies reporting that no change has oc- 
curred, and the remaining responding firm stating that 
it has reduced this ratio. The board chairman of one 
of the companies having a higher inventory-sales ratio 
explains that this is because “the demand for prompt 
service has never been so great.” 

The trend of inventories will be upward during the 
first half of 1959, according to five out of the seven 
companies reporting, but will “remain level” at the 
other two firms. Inventory rises will be “slight’’ in three 
‘of the five companies planning on net additions, while a 
fourth producer notes that “with increased business, 
our inventories for the first half of 1959 will have to be 
increased.” ‘ 

Capital appropriations during the first half of 1959 
will be lower than the average rate for 1958 at four com- 
panies, will show an increase in three other cases, while 
an eighth cooperator thinks that the rate “‘will not 
greatly differ” from that of 1958. 

Eight reporting nonferrous metals companies antici- 
pate earning more before taxes in the first half of 1959 
than in the first half of 1958, and the remaining firm 
expects the same profit performance in both periods. 
One company that predicts better profits nevertheless 
states that “this increase wiil not be as high as the per- 
centage increase expected for new orders and dollar 
billings.” Substantial gains of “3314%” and “50%” are 
mentioned by two other firms, whereas a third firm puts 
its earnings expectations into perspective by stating: 


“We expect that our profit picture will return more 
nearly to norma! in the first half of 1959. Profits should be 
several times the low level of the first half of 1958.” 


Office Equipment 


Confidence in the outlook for their businesses is evi- 
dent from the responses of six office equipment manu- 
facturers. All six expect new orders will be “up,” and 
better by “7%-8%,” “5%-10%,” “10%,” “16%,” and 
“950,” first-half-1959 compared with first-half-1958 
levels. Five out of the six companies forecast that their 
first-half-1959 new order receipts will also exceed those 
of the second half of 1959, by “5%-10%,” “10%,” 
“177,” and “30%” in four cases. The sixth company 
expects its new orders to run “some 13%-14%” lower, 

but points out “this is due to the seasonal pattern of our 
new business.” 

All five producers reporting on dollar billings expect 
to show increases in the first half of 1959 over the first- 
half-1958 level ranging from “‘slight, due to seasonal 
business” in one case, to a rise of “38%” in another. 
Comparing first-half-1959 billings with the second-half- 
1958 total, one company states that the trend will be 
“up,” and two others expect to show increases of “10%,” 
and “15%” respectively. A fourth company expects its 
billings to be about the same in both periods, and a 
fifth concern foresees a slight seasonal drop-off, but 
notes that this ‘does not reflect any significant trend.” 

First-half-1959 dollar value of production will be 
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“up,” “10% greater” (two companies), “16%-17% 
above,” and “18%” more than that in the correspond- 
ing months of 1958, according to five office equipment 
manufacturers, whereas the sixth company expects a 
“lower” rate of production. However, these six firms 
are unanimous in their plans to expand their output over 
second-half- 1958 levels. In four such cases, increases of 
“5%,” “about 10%,” “10%-11%,” and “49%” are being 
scheduled for the first half of 1959. 

Three out of five responding companies indicate that 
their current dollar inventories are “5%,” “10%,” and 
“18%” higher than twelve months ago. The other two 
companies report that their current inventories are 
“lower” and “10% less.” Inventories as a per cent of 
sales are higher than a year ago at two companies, lower 
at one company, and unchanged at the remaining two 
concerns. Two cooperators state that their inventories 
will trend lower in the coming six months, but three 
others expect to add to their stocks, to the extent of 
“5%” and “10% to 15%” in two cases. 

While one company indicates that its capital expendi- 
tures for the first half of 1959 “‘will exceed the average 
rate for 1958 as a result of facilities and tooling of new 
models,” another company plans to hold its capital 
spending steady, and three others expect their first-half- 
1959 capital expenditures to be “5%-10% less,” “‘de- 
creased by 10%-11%,” and “substantially decreased.” 
The president of this last company points out that his 
firm “has been engaged over the past two years in an 
expansion program afiecting all of our plants.” 

Five out of the six cooperators anticipate profit im- 
provement during the next six months in comparison 
to pretax earnings in the first half of this year. The 
treasurer of one such company foresees a rise of “16%, 
reflecting what we expect will be another good year for 
our company,” and another firm anticipates a “30%” 
improvement in its profits before taxes. 

The sixth company merely states that net profits be- 
fore taxes during the first half of 1959 will be “compar- 
able” to that in the first half of 1958. 


Refrigeration Machinery 


First-half-1959 new orders, dollar billings and dollar 
value of production will gain “slightly,” “6.5%,” and 
“10%” over first-half-1958 levels, according to the three 
manufacturers reporting in this group. One producer 
explains that “with our former large backlog of unfilled 
orders now reduced, billings are now staying approxi- 
mately in balance with incoming new orders. We are 
holding our production rate closely in line with ship- 
ments.” 

Current dollar inventories are “‘about 8% above” 
year-ago levels at one company, and “down 12%” and 
“20% less” at the other two. Similarly, inventory-sales 
ratios are reported by one company to be higher than a 
year ago, and to be lower by two companies. All three 
expect to build up inventories during the next six 
months “‘to offset the additional sales expected.” 
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One of these companies expects “‘to increase some- 
what” its rate of capital expenditures in the first half of 
1959 in comparison to the 1958 average rate, but the 
other two plan on decreases. In one of these latter firms 
“only necessary additions are comtemplated for 1959.” 

All three refrigeration machinery producers expect 
improvement in their profits before taxes, first-half-1959 
compared to first-half-1958 results, although in two 
cases such improvement will be “slight” and “not much 
more than 5%. A larger estimated gain in profits would 
be warranted on the basis of the expected gain in sales 
volume were it not for the dampening effect of inevitable 
further wage increases this fall.” 


NONMETAL INDUSTRIES 
Apparel and Related Products 


Some improvement in business is generally expected 
by four responding manufacturers of apparel and re- 
lated products. Increases in first-half-1959 new orders 
of “12%” and “at least 15%” over the first-half-1958 
rate are predicted by two survey cooperators, whereas 
the third firm making such comparisons anticipates re- 
ceiving orders at “about the same rate or a little higher” 
than in the corresponding months of this year. The 
single company comparing prospective first-half-1959 
orders with those in the latter half of 1958 indicates that 
these will be “‘much less, as is usual in our industry.” 

Three out of the four companies estimate that dollar 
billings during the coming six months will be “5% 
ahead,” “about 12% increased” and higher by “‘at least 
15%” than in the first half of 1958. The fourth company 
expects little change in its billings rate. Of the two com- 
panies reporting on first-half-1959 billings relative to 
those of the second half of 1958, one expects to show a 
“70%”? increase, and the other a seasonal decline. 

The outlook for the dollar value of production among 
these producers is reported to closely parallel that for 
billings: three companies expect “slight,” “10%” and 
“15%” increases in production rate, first-half-1959 
compared with first-half-1958, and one company fore- 
sees little change. Comparing first-half-1959 production 
schedules with those for the second half of 1958, one 
company expects to show a “slight” increase, one ex- 
pects to encounter a seasonal drop, and two make no 
reply on this point. 

All four respondents’ current dollar inventory levels 
are “lower,” “decreased by about 614%,” “13% below,” 
and “down 15%” compared to those of a year ago. In 
three cases, inventory-sales ratios likewise have been 
reduced during the past twelve months’ period, whereas 
in one company this ratio is “about the same” as a year 
ago. Inventories will increase during the next half year 
at two companies (due to seasonal factors in one case), 
will “decline slightly” at a third company, and will be 
kept “about at their present size” by a fourth firm. 

Of the three companies reporting on their planned 
rate of capital expenditures during the first half of 1959, 


one expects an increase of “about 20%” over the 1958 
average, one expects decreased expenditures, and one | 
predicts little change in either direction. 

The three companies making earnings estimates all 
expect that first-half-1959 profits before taxes will be 
“better” than in the first half of 1958. 


Chemicals —Inorganic 


The nine producers of inorganic chemicals in this 
survey, as a group, expect business to trend higher in 
the six months ahead. Six out of seven reporting on 
their estimated first-half-1959 new orders indicate that 
these will “exceed,” will be “slightly,” “5%,” “8%,” 
“10%,” and “15%” higher than first-half-1958 levels. 
The sole company predicting a decline in new orders 
explains that “‘since we were late in feeling the effects of 
the recession, by the same token, we will be late in feel- 
ing the effects of the recovery. New orders for the first 
half of 1959 may be 2.5% lower than for the correspond- 
ing months of 1958.” 

Five out of six reporting companies also expect their 
first-half-1959 receipts of new orders will be greater than 
in the second half of 1958, by “5%,” “7%,” and “10%” 
in three instances. The sixth firm forecasts a drop of 
“5%, since seasonally, the second half of the year is 
better for us than the first half.” 

Eight out of the nine cooperators in this industry 
group anticipate that dollar billings in the next half 
year will show improvement over the first-half-1958 
level. Increases of “5%,” “5% to 10%,” “8%,” “10%,” 
“13%,” and “15%” are estimated by six of these firms. 
A ninth company forecasts that its first-half-1959 dollar 
billings will be “less” than in the same period of 1958. 
Similarly, one company indicates that its prospective. 
billings rate in the first half of 1959 will be below that of 
the second half of 1958, whereas the remaining seven 
companies reporting on this point expect billings gains, 
estimated in five cases at “5%,” “4% to 8%,” “7%” 
(two companies), and ‘‘10%.”’ 

As in the case of billings expectations, eight out of 
nine companies estimate that their dollar value of pro- 
duction in the first half of 1959 will exceed the first-half- 
1958 rate, and seven out of eight reporting expect to 
produce more in the six months ahead than in the second 
half of 1958. In both comparisons, one company pre- 
dicts a decline. “Three per cent to 5%,” “5%,” “10%” 
(two companies), and “15%” are the percentage amounts 
by which five of these companies expect output to im- 
prove over first-half-1958 levels; whereas increases of 
“3% to 5%,” “5%” (two companies), and “10%” are 
mentioned by four of those comparing first-half-1959 
production with that of the latter half of 1958. 

Comparisons of current dollar inventories with those 
of a year ago yield diverse results among the nine re- 
spondents. Four indicate that current inventory levels 
are “higher,” “1% above,” “8% above,” and “20% 
higher” than a year ago, while another four indicate 
their inventories at present are “lower,” “down 6.7%,” 
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“down 10%,” and “15% lower.” The remaining co- 
operator reports that its inventories are “practically 
identical”’ with those of a year ago. Inventories as a per 
cent of sales are higher than a year ago at five respond- 
ing companies and lower at three. Two companies will in- 
crease their inventories during the first half of 1959, 
two others expect to cut inventories, whereas four com- 
panies predict that their inventories will “hold steady.” 

Five of these nine chemical companies plan to reduce 
their capital spending rate for the first half of 1959 
below the average rate for 1958. One of the five explains 
that “due to the completion in 1958 of a major capital 
project of unusual size, capital expenditures will de- 
crease substantially.” A sixth company plans to spend 
at the same rate as this year, and three companies re- 
port their first-half-1959 capital spending rate will be 
“Increased,” “20% above,” and “substantially higher” 
than that of 1958. 

Six out of eight companies report that first-half-1959 
pretax earnings will be better than in the first half of 
1958, although in one case the improvement “is not 
going to be as much as we should like to see.” In a 
second company, profits are expected to be “slightly” 
better, and at the remaining four companies increases 
of “5% to 8%,” “15%,” “20%,” and “25% to 30%” are 
anticipated. One of the two remaining firms estimates 
that its profits will be about the same in both periods, 
and the other states that “profits before taxes for the 
first half of 1959 should be lower than for the same 
months of 1958 due to some price decreases we put in 
last spring.” 


Chemicals— Organic 


According to the views expressed by eight participat- 
ing organic chemicals producers, larger profits and 
generally improved orders, billings and production can 
be expected in the first half of next year. Although one 
producer foresees a “10%” drop in new orders, first- 
half-1959 compared with first-half-1958, the other four 
companies reporting on this point forecast gains of 
“5% to 10%” (two companies), “10%,” and “15%.” 
Three of these respondents likewise expect that first- 
half-1959 new orders will be “5% better” and “10% 
ahead” (two companies) of the order rate for the second 
half of 1958. Two other companies expect to book the 
same volume of business in both periods. 

Six out of the eight responding companies anticipate 
larger dollar billings in the first half of 1959 than in the 
same period of 1958. In four such instances, increases of 
“5% to 10%,” “10%,” and “15%” (two companies) are 
specified. A fifth company attributes its rising billings 
trend ‘in part to recovery from the business recession, 
and partly to growth of new products.” The seventh 
company in this industry group believes that dollar 
billings in the first halves of 1958 and 1959 will prove to 
be “the same,” and the eighth cooperator expects a 
5%’ decline. 

Five companies estimate that their first-half-1959 
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dollar billings will “compare favorably,” “be moderately 
higher,” rise “perhaps 3%-5%,” “5%,” and “10%” 
above the second-half-1958 level, while the three re- 
maining firms foresee little change in either direction. 

With the exception of one company which predicts 
that its dollar value of production in the next six 
months will “fall short of the corresponding figure for 
the first half of 1958 by 3% or 4%,” the six remaining 
companies commenting on this point indicate that such 
comparisons will be “favorable,” “up over 5%,” “‘in- 
creased 5% to 10%,” “10% higher” (two companies), 
and “15% ahead.”’ These seven companies are unanim- 
ous in their belief that their first-half-1959 production 
will trend higher than in the second half of 1958. Five of 
these make specific estimates of this expected improve- 
ment, as follows: “1% or 2%,” “5%” (two companies), 
“5% to 10%,” and “10%.” 

Whereas two cooperators report that their current 
dollar inventories are “about the same” as twelve 
months ago, five others report that they have been re- 
duced, by “7%” and “15%” in two cases. Inventories 
as a per cent of sales are currently unchanged from 
year-ago levels at three companies, higher at two com- 
panies, and lower at the sixth company providing such 
comparisons. Six companies plan to add to their inven- 
tories during the next half year, as opposed to one com- 
pany which expects its inventories to “trend downward.” 
Three of the companies expecting higher inventories 
point out that the increase will be “slight,” and a fourth 
producer specifies a rise of “5%.” 

Capital spending plans among these companies are 
varied. Three firms expect to spend at a faster pace dur- 
ing the next six months than in 1958, expenditures rising 
in one case by “one third.” But three other firms in- 
dicate that capital expenditures during the first half of 
1959 will “decline,” “be somewhat below,” and “50% 
less than”’ the average for 1958. . 

All eight companies anticipate larger pretax profits 
in the first six months of 1959 than in the same period 
of 1958. In one case, such gains will be “slight”’ and in 
another “‘substantial,” while four producers specify 
earnings gains of “5%” (two companies), “5%-10%,” 
and “10%.” 


Construction Materials 


The eleven manufacturers of construction materials 
in this survey generally expect to experience better 
business and profits during the six months ahead than 
in 1958. All seven companies making comparison be- 
tween prospective new orders in the first half of 1959 
and those of the first half of 1958 expect to show im- 
provement. In five such cases, increases of “5% to 10%,” 
“10%” (two companies) “12%,” and “25%” are speci- 
fied. Six out of eight companies also expect their new 
order receipts during the first half of 1959 to be greater 
than in the latter half of this year. Percentagewise, such 
increases will amount to “‘less than 5%,” “5% to 10%” 
“slightly less than 10%,” and “10%” in four instances. 
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A seventh firm predicts that “because of the seasonal 
nature of our business, new orders for the first half of 
1959 will be about 25% lower than in the second half of 
1958,” and at an eighth firm orders in both periods are 
estimated to be ‘“‘about the same.” 

The outlook for billings is similar: all seven respond- 
ing companies expect their first-half-1959 dollar billings 
to exceed those of the comparable period this year by 
amounts ranging from “8%-10%”’ in one case to “25%” 
in another. Likewise, six companies forecast that first- 
half-1959 dollar billings will be higher than in the 
second half of 1958, one company expects to experience 
a “seasonal” decline, and one company forecasts no 
change. 

With orders and billings generally expected to trend 
higher, production is being geared to follow suit. Eight 
responding companies state unanimously that their 
first-half-1959 dollar value of production will be greater 
than that in the first half of 1958. Four such companies 
expect to show production rises of “10%,” “15%,” 
“16%,” and “25%.”’ Seven out of nine companies are 
planning to produce more in the coming six months’ 
period than in the second half of 1958, increases of 
“Jess than 5%,” “less than 10%,” and “13%” being in- 
dicated by three of these firms. An additional company 
forecasts a seasonal drop of “15%” in its first-half-1959 
production rate, and one other firm expects to maintain 
its production at the second-half-1958 level. 

Current dollar inventories are “lower” (two com- 
panies), ““somewhat less,”’ and “3% lower’’ than a year 
ago according to four cooperators, are “4% higher,” 
“12% greater,” and “double those of a year ago” at 
three additional companies, and “not much different” 
from year-ago levels at the four remaining companies. 
However, six construction materials firms indicate that 
their current inventory-sales ratios are higher than a 
year ago, only one company reports these as being re- 
duced, and three others have experienced no change. Six 
out of nine companies expect their inventories to trend 
higher in the first half of 1959, as a result of seasonal 
factors in three cases. A seventh company intends to 
hold its inventories stable, and two others expect them 
to trend “slightly downward.” 

Capital expenditures during the first half of 1959 will 
be at a lesser rate than in 1958 at four companies, where- 
as three others expect an increase in rate, and four state 
that no change is contemplated. While one of the com- 
panies expecting to spend less for capital projects during 
the next half year attributes this to the fact that “our 
major plant improvements have been completed for the 
present,” another company planning a “‘slight increase”’ 
in its capital spending “‘now appears to be close to a new 
moderate expansionary wave.” 

All the companies reporting on their profits outlook 
expect to earn more before taxes in the first half of 1959 
than in the first half of 1958. In one case a “10%-15%” 
increase is in sight, and in another profits will be “ap- 
proximately double.” 


Food, Beverages and Kindred Products 

The consensus of ten manufacturers of food, beverages 
and kindred products is that their business during the 
first half of 1959 will compare favorably with 1958 
performance. All five companies reporting on their 
order prospects expect first-half-1959 new order receipts 
to exceed those of either the first or second halves of this 
year. Specific increases of “1%,” “at least 5%,” and 
“4% to 7%’ over the first-half-1958 rate are mentioned 
by three of these companies, whereas increases of “3% 
to 5%, part of which is ordinary seasonal fluctuation,” 
and “22%” over the second-half-1958 rate are mentioned 
by two. 

Six of the eight producers commenting on their bill- 
ings outlook anticipate that dollar billings in the first of 
1959 will be “a little higher,” “slightly increased,” 
“4% higher,” “up about 5%” (two companies), and “up 
from 4% to 7%’ over the first-half-1958 rate. The two 
remaining companies expect to equal their first-half- 
1958 dollar billings during the six months ahead, for 
while “the physical vclume wiil increase, we foresee 
lower selling prices due principally to lower raw ma- 
terial costs.” Likewise, six responding food companies 
expect to bill more business in the first half of 1959 than 
in the second half of 1958, and two companies foresee 
no change between these two periods. 

The outlook for production is also encouraging. Seven 
out of eight cooperators intend to produce more in the 
first half of 1959 than in the first half of 1958. The eighth 
firm indicates that its first-half-1959 dollar value of 
production will be “2% lower than in the first half of 
1958, due almost entirely to softening prices in some 
commodities.” Six out cf these eight companies also be- 
lieve that their rate of production in the next six months 
will also exceed the second-half-1958 rate, and two 
companies expect to experience “‘seasonal declines” in 
their output. 

Current dollar inventories compared with those of 
last year are reported to be ‘“‘somewhat lower,” “4% 
lower,” “8% under,” and “10% lower” by four com- 
panies, and “higher because of the addition of new 
lines,” and “slightly” higher by two others. The re- 
maining two respondents on this point indicate that 
no change has occurred in their levels of inventories. 
Inventories as a per cent of sales are lower than a year 
ago at three companies and unchanged at three others. 
Four companies made no such comparisons. Divergent 
inventory trends are expected by the six producers com- 
menting on the first-half-1959 outlook, as two expect to 
add to their inventory investment, two expect inventor- 
ies to “trend downward, as is usual for this period” and 
“decrease by 10%,” and two others forecast stability 
in their inventories. 

Capital expenditures are scheduled to fall below the 
average 1958 rate during the coming six months at six 
cooperating food companies, three of which report 
“having just completed an expansion program.” Only 
one company reports that its rate of capital expenditures 
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during the first half of 1959 may increase “10% to 15% 
because of an especially stringent budget in 1958.” 
Another three firms expect to continue their spending 
for capital projects at the 1958 rate. 

Five out of the six companies reporting on their profit 
expectations forecast that their first-half-1959 earnings 
before taxes will be greater than those in the first half 
of this year, and the remaining firm expects to equal its 
first-half-1958 performance. 


Furniture and Fixtures 


The five furniture and fixtures producers cooperating 
in this survey express confidence regarding the outlook 
for their business during the six months ahead. Three 
of these companies anticipate that new orders during the 
first half of 1959 will be “8% higher,” “25% over,” and 
“50% more” than in the corresponding months of 1958. 
The other two companies expect to equal the first-half- 
1958 new orders level in the next half-year. Of the three 
respondents comparing prospective orders in the first 
half of 1959 with those received in the second half of 
1958, two expect to register increases of “4%” and 
“10%,” and one foresees no change. 

The outlook for billings is reported to be quite similar 
to that for new orders: three companies expect to show 
gains of “10%,” “25%,” and “50%,”  first-half-1959 
compared with first-half-1958 levels, and two others 
estimate that dollar billings in both periods will be 
equal. Increases of “5%” and “10%” in dollar billings 
are anticipated by two companies, and no change in 
level by a third when comparing first-half-1959 dollar 
billings with those in the latter half of this year. 

The dollar value of production during the first half of 
1959 will be increased over the first-half-1958 rate by 
“15%,” “25%,” and “40%,” according to three respond- 
ents’ plans, and will be “about equal” in both periods 
at two other firms. All three companies comparing their 
scheduled production rates for the next six months with 
those for the last half of 1958 predict increases of “5%,” 
“6%,” and “10%.” 

While one furniture and fixtures firm reports that cur- 
rent dollar inventories are “‘very close” to those of a 
year ago, four others report inventory reductions 
amounting to “4%,” “9%,” “10%,” and “42%.” In- 
ventories as a percent of sales are lower than a year ago 
at three companies and unchanged at a fourth company 
reporting on this point. Two companies expect their 
inventories to “remain the same” during the next half 
year, whereas two other companies estimate that their 
dollar inventories will be “up slightly.” The president 
of the fifth concern expects a ‘‘seasonal accumulation” 
of inventory to occur at his company. 

The rate of capital expenditures during the first half 
of 1959 will show ‘“‘little change” from the 1958 rate at 
two companies, and “should remain constant or per- 
haps decrease” at a third company. Two others, how- 
ever, expect to increase their rate of capital spending by 
“10%” and “100%” over this year’s average rate. 
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Four out of these five producers estimate that their 
profits before taxes for the first half of 1959 will be larger 
than in the first half of this year, and the fifth company 
expects that results for those two periods “should com- 
pare rather closely.” Increases in pretax earnings of 
“2%,” “25%,” and “50%” are mentioned by three of 
the four companies predicting larger profits. 


Lumber and Products 


First-half-1959 new orders are expected to “compare 
favorably” and to “exceed by 15% to 20%” new orders 
received in the first half of 1958, according to two lum- 
ber companies, and to be “about equal” at the third 
responding firm. One of the two companies predicting 
improvement in its new order receipts points out that 
“the first half of 1958 was exceedingly depressed in our 
business.” Compared to the second-half-1958 rate, 
new orders in the coming six months will be up to “5%” 
higher at one company and “very comparable” at a 
second company, while the third firm states that they 
will be “not quite as high due to the seasonal nature of 
our business.” 

Of the two firms reporting their expectations for 
dollar billings in the first half of 1959, one anticipates 
that billings will be ‘about 17% ahead”’ of those for the 
similar period in 1958, and the other foresees little 
change in level. One of these companies indicates that 
its billings rate during the next six months will be “5%” 
greater than in the second half of this year, whereas the 
latter firm expects a seasonal decline in its dollar billings. 

Both firms submitting estimates of their dollar value 
of production for the first half of 1959 predict that it 
will exceed the figure for either half of 1958. 

Current dollar inventories are “somewhat lower’ and 
“2% below” those of a year ago at two responding firms, 
while the third firm reports that its inventories are 
“higher because our sales volume is up.” The two com- 
panies expressing their current inventories as a per cent 
of sales state that this ratio is “about the same” as a 
year ago. One lumber firm expects to experience ‘a 
slight uptrend” in its inventories during the first six 
months of 1959, a second hopes to effect an inventory 
reduction, and the president of the third firm states: 


“In inventory control, we establish a maximum and a 
minimum level. We have been operating at the minimum 
level since mid-year, 1957 and will continue to operate at 
this level until there is definite evidence of shortages in some 
grades and species of lumber.” 


One cooperator indicates that capital expenditures 
during the first half of 1959 will “decrease” in compari- 
son to the average rate for this year, whereas the other 
two plan on increases, due in one case to “adding 
another facility to our operations, which we did not do 
in 1958.” 

Improvement in profits is in prospect for the two com- 
panies reporting on this point. In one case, profits before 
taxes in the first half of 1959 will “compare very favor- 
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ably” with those in the first half of 1958, while the other 
producer reports “during the first half of 1958 we oper- 
ated at a loss, whereas if present plans materialize, we 
should operate at a profit during the first half of 1959.” 


Paper and Allied Products 


General optimism prevails among eight manufac- 
turers of paper and allied products regarding their busi- 
ness prospects for the half year ahead. All expect new 
orders received in the first half of 1959 to be “‘better,”’ 
“greater,” “5% above,” “up about 7%,” “9% ahead,” 
10% better” (two companies) and “12% above’’ first- 
half-1958 new orders. Five out of the six cooperators 
making comparisons between their expected order levels 
for the first half of 1959 and those for the second half of 
this year anticipate that new orders in the coming six 
months will be “better,” “slightly higher,” “‘substan- 
tially above,” and “10% above” (two companies) the 
earlier rate. 

Without exception, these eight companies also fore- 
cast improvement in first-half-1959 dollar billings over 
those for the same period in 1958. Six of these firms 
make specific estimates as to the probable extent of this 
improvement: “5%” (two companies), “9%,” “10%,” 
“at least 10%,” and “12%.” All six responding com- 
panies expect their first-half-1959 dollar billings to 
trend higher than in the second half of this year, 
“slightly” and “3%” in two cases, and “at least 10%”’ 
in a third instance. 

Dollar value of production during the next half year 
will be expanded by these eight producers beyond the 
levels prevailing in the first half of 1958, percentage in- 
creases of “4%,” “5%,” “10%,” and “12%” being 
scheduled in four such cases. Similarly, all six companies 
comparing first-half-1959 production schedules with 
those of the second half of 1958 expect to produce more. 
Estimated increases of “‘about 3%,” “5%,” and “10%” 
(two companies) are mentioned by four of these firms. 

Current dollar inventories are higher than a year ago 
at five out of seven responding companies, although 
only “somewhat” increased in two such cases, and up 
“a fraction of one per cent” in a third. One company 
reports a 13% reduction in inventories, no change has 
transpired at a seventh company. Inventories as a per 
cent of sales are higher than a year ago at four com- 
panies, lower at two others, and unchanged at one com- 
pany. Dollar inventories will rise during the first half of 
1959 at three reporting companies, “rather slowly’ in 
one case, by “11%” in the second, and due to “‘increases 
in price per unit” in the third. Two additional companies 
plan on reducing their inventories during the next six 
months, and three others foresee little change in level. 

Three paper producers expect their rate of capital 
spending during the first half of 1959 to be less than in 
1958, two others expect to increase their rate of capital 
expenditures and two indicate that such spending will 
continue at the average rate for this year. First-half- 
1959 capital expenditures will be curtailed at one com- 


pany because “we spent quite heavily on new equip- 
ment in the first half of 1958.”” However, a second com- 
pany plans to increase spending “‘since we have been at 
an extremely curtailed level of capital expenditures 
during 1958.” 

First-half-1959 profits before taxes will be “slightly 
higher,” ‘somewhat better,” “a bit higher,” “‘reason- 
ably improved,” and “up 3% te 4%,” compared with 
first-half-1958 levels, according to five companies, 
whereas the other two responding firms merely indicate 
that their prospective earnings will be “greater.” 


Petroleum Refining 


The seven petroleum companies participating in the 
survey are generally hopeful regarding their business 
outlook over the next half year. As one executive puts it: 


“Our answers are based on the company’s most recent 
operating plans which reflect, during the past few months, 
an improvement in demand for petroleum products above 
the demand levels which have prevailed for almost a year. 
Product prices have been weak during most of the past year 
and an improvement in this area would considerably im- 
prove industry profits for 1959.” 


The four companies reporting on orders expectations 
anticipate that their first-half-1959 new orders will be 
higher by “314%,” “3% to 6%,” “6%,” and “20%” than 
in the first half of 1958. Three of these four firms also 
expect their new order receipts during the next six 
months te be greater than those of the second half of 
1958, while the fourth company expects the ratios in 
both halves to be “‘about equal.” 

Except for one company which expects its first-half- 
1959 dollar billings to be “the same” as those for the 
first six months of this year, the remaining six companies 
anticipate billings rates that are “slightly higher,” and 
higher by “314%,” “Zo to 6%,” “614%,” “16%,” and 
“20%.” Four of these seven companies estimate that 
their first-half-1959 billings will be “greater,” “up 
5144%-6%,” “6% above,” and “20% increased” over the 
second-half-1958 rate, two companies state that no 
change in their billings rate is in prospect, and the re- 
maining firm expects a decline of “about 5%.” 

Five out of six responding companies expect that their 
dollar value of production during the first half of 1959 
will be “slightly higher,” “up from 3% to 6%,” “6% 
above,” “14%” higher, and “25% increased’? over the 
first-half-1958 rate. The sixth cooperator estimates that 
production in the two periods under comparison will be 
about the same. Compared to the second-half-1958 rate 
of production, three companies are planning reductions 
of “2%,” “3%,” and “5%” in the six months ahead, as 
opposed to two companies which intend to raise their 
level of output. A sixth firm plans to maintain its first- 
half-1959 production at the same rate as in the second 
half of this year. 

Current dollar inventories at four out of six reporting 
companies are “appreciably higher,” “5% higher,” “8% 


BUSINESS RECORD 


higher,” and up “11%” over year-ago levels, and “8% 
lower’’ and “down 24%” at the other two. Four of the 
six companies indicate that inventories as a per cent of 
sales are higher than a year ago, although one of these 
firms points out that in its case “this is due more to 
changing prices of sales than to increased physical 
volumes of inventories.” A fifth company reports that 
its inventory-sales ratio is lower than twelve months 
ago, and the sixth indicates that no change has taken 
place in this ratio. Three respondents expect that their 
inventories will “be reduced,” ‘decrease slightly, be- 
cause of seasonal factors” and will show “‘a small reduc- 
tion.” The other two companies reporting on this point 
expect “no material change” in dollar inventories during 
the first six months of 1959. 

Capital expenditures during the first half of 1959 
are “likely to continue” at this year’s average rate at 
four responding companies, to be “21%” lower at a 
fifth firm and may show an increase of “about 10%” at 
a sixth firm. 

First-half-1959 pretax profits are expected to be 
“better,” “somewhat above those of the very depressed 
first six months of 1958,” “moderately improved,” “up 
appreciably over the unfavorable earnings for the first 
six months of 1958,” “15% increased” and ‘‘100% in- 
creased,”’ according to six petroleum companies. The 
seventh company in comparing first-half-1959 earnings 
expectations with first-half-1958 results remarks that 
“recent price reductions in crude oil and fuel oils will 
presumably offset any increase in profits which might 
be expected because of increased product sales.” 


Rubber Preducts 


The eight rubber companies cooperating in this 
survey are generally agreed that their business will 
trend upward during the six months ahead. All six com- 
panies reporting on the outlook for new orders expect to 
receive more orders in the next half year than either in 
the first or second halves of 1958. Increases of “10%,” 
“12% to 15%,” and “20%,” relative to first-half-1958 
levels are specified by three of these companies; and 
gains of “9%,” “10% to 12%”, and “15%” are reported 
relative to second-half-1958 levels. 

These eight companies are unanimous in their belief 
that dollar billings for the first half of 1959 will be im- 
proved over those in the same period of 1958. One such 
company feels its prospective level of billings will be 
“substantially” higher, whereas five others make men- 
tion of gains amounting to “9%,” “10%” (two com- 
panies), “14% to 17%,” and “20%.” Six out of the seven 
companies which compared their estimated first-half- 
1959 dollar billings with those of the second half of 1958 
predict that billings will trend higher. Increases of 
“9m,” “10% to 12%,” and “15%,” are anticipated by 
three of these six firms. The seventh respondent indicates 
that there will be “no change” in its dollar billings, 
first-half-1959 compared with second-half-1958. 

Seven out of eight cooperators forecast that their 
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planned dollar value of production for the first half of 
1959 will be greater than that of either the first or second 
halves of 1958, whereas one firm expects its production 
during the six months ahead “will not show any notice- 
able increase.” First-half-1959 production is estimated 
to be higher than in the first half of 1958 by “15%,” 
“20%,” and “at least 20%” at three such companies; 
and increased by “10%,” “at least 20%,” and “28%” 
over second-half-1958 rates. 

Although two rubber firms report that their current 
dollar inventories are “up” and “9.4% higher” than a 
year ago, the remaining six respondents indicate that 
their stocks are “below a year ago,” “down 5%,” “7% 
lower,” “9% lower,” “minus 10%,” and “‘decreased by 
18.4%.” Of the six producers reporting on their current 
inventory-sales ratios, two find these to be higher than 
a year ago, two have lower ratios, and two report no 
change. Inventories are expected to trend higher during 
the next half year by five out of the seven companies 
reporting on this point, planned increases ranging from 
“slight” at one firm to “15% to 20%” at another. The 
sixth company foresees “no change” in inventory level, 
while the seventh firm believes that its inventories will 
decline “‘slightly.”’ 

Three companies will increase their capital expendi- 
tures during the first six months of 1959 over the aver- 
age rate for this year, while four others plan no change. 
One of the three firms planning to spend more this year 
indicates that an increase of ‘‘about 10%” is in prospect. 
One of the producers planning to spend at the same rate 
as in 1958 states that “‘we are endeavoring to keep our 
capital expenditures on a fairly high and constant level 
so as to keep our costs competitive.” 

All seven producers reporting on their first-half-1959 
pretax earnings prospects anticipate improvement over 
their first-half-1958 profits performance. Two such re- 
spondents merely state that profits before taxes during 
the six months ahead will be “better” and “improved,” 
while a third company expects them to be “substan- 
tially”’ higher than in the first half of 1958. A fourth 
company expects its “‘profits to increase dollarwise, but 
not necessarily as a per cent of sales,” and the remaining 
three companies specify increases of “10%,” “not less 
than 10%,” and “approximately 50%.” 


Textile-mill Products 


The three cooperating textile-mill companies report- 
ing on new orders anticipate that their order receipts 
during the next six months will be larger than in either 
the first or second halves of this year. Two of these three 
firms estimate rises of “10%” and “15%,” respectively, 
over first-half-1958 levels, and of “8%” and “12%” over 
the second-half-1958 levels. 

All four respondents in this industry group expect 
that their first-half-1959 dollar billings and dollar value 
of production will exceed the first- or second-half-1958 
rates. Two companies expect first-half-1959 dollar 
billings to be “10%” and “20%” higher than in the 
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corresponding months of this year, and “6%” and “8%” 
larger than the second-half-1958 levels. Similar com- 
parisons for production show three of these firms aiming 
at rates of output “10%,” “20%,” and “25%” higher 
than in the first half of 1958, and “5%,” “8%,”’ and 
95%’ in excess of second-half-1958 rates. 

Current dollar inventories are reported to be “some- 
what reduced” and “down 10%” (two companies) by 
three respondents, and “up 10%” by the fourth. In two 
cases inventories as a per cent of sales are higher than 
a year ago, and in one case they are lower. Inventories 
will be “further reduced” at one company during the 
first half of 1959, and another firm plans to lower them 
by “5% in spite of the fact that we expect our sales 
trend to move upward. Inventories have been higher 
than they should be in comparison to sales and must be 
reduced.” On the other hand, one company reports that 
the trend of its inventories ‘“‘will undoubtedly be up” 
during the coming half year, and a fourth firm expects 
to keep inventories level. 

Two respondents indicate that their capital expendi- 
tures during the first half of 1959 will increase “substan- 
tially” and “moderately, even though we do not antici- 
pate any major additions.” The other two companies 
forecast that spending for capital projects will be at the 
same rate as in 1958. 

The three companies making profit estimates expect 
that pretax earnings for the first half of 1959 will com- 
pare “favorably” with those for the first half of 1958. 
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... the Pace of Recovery 
(Continued from page 533) 


price changes, capital outlays in manufacturing are 
just about equaling the average outlays in the years 
1947-1949, while man-hours are only fractionally higher 
than the recession lows of 1949. 

At the same time, manufacturing output in 1958 to 
date is running 35%-40% above 1947-1949 levels, inclu- 
ding allowance for possible underestimation in current 
Federal Reserve output figures. This would suggest rather 
sharp gains in productivity, or output per man-hour, in 
manufacturing in 1958 to date. 

However, both the input and output figures currently 
available for estimating productivity gains must be used 
with considerable caution. The only general measure of 
output in manufacturing available on a current basis is 
the Federal Reserve production index. About 45% of 
monthly production is estimated from man-hours as re- 
ported by the Bureau of Labor Statistics, using an im- 
plicit estimate of output per man-hour. These estimates 
are replaced by physical production figures as they be- 
come available, but this replacement process takes more 


than a year. Therefore, dividing current FRB output 
estimates by BLS man-hour input in part reveals FRB 
productivity assumptions rather than actual output per 
man-hour. (Output data currently available from the 
FRB are especially treacherous because of the announced 
revisions that are now in process on the index itself.) 

There must be seasonal adjustments in the input and 
output data if productivity estimates for periods of less 
than a year are made. These statistical adjustments are 
particularly difficult to make in this case, since the rate 
of productivity gain is usually very small, and very slight 
(and statistically insignificant) changes in the relatively 
large input or output measures can result in very large 
differences in the productivity estimate. Output per 
man-hour has undoubtedly risen in 1958. Productivity 
typically rises in the early stages of a recovery when 
greater utilization is made of the existing plant and ex- 
pansion depends chiefly on added hours of the present 
trained work force. However, as the recovery gains 
momentum, additions to output become more costly 
since they depend more and more on bringing into play 
less efficient machinery and hiring new, possibly un- 
trained, employees. 


Implications of Rising Productivity 


Without prejudging the 1958 productivity gain in 
manufacturing, what are the implications for manufac- 
turing employment, if the current gain is assumed to be 
running at about the same rate as in the period following 
the 1954-1955 recession? In that expansion, manufac- 
turing output and employment both reached a high in 
December, 1956. In that month, manufacturing em- 
ployment was about 400,000 below the 1953 peak of 
17.5 million, but output was considerably higher. This 
lower employment obviously reflected gains in produc- 
tivity. Similar gains in manufacturing output and pro- 
ductivity in the current recovery period would suggest 
an employment ceiling for manufacturing somewhere in 
the neighborhood of 16.7 million, or about 1.2 million 
higher than current levels. 

With farm and factory jobs following downward 
trends, gains in total employment will become increas- 
ingly dependent on expansion elsewhere. A factor in the 
latter phases of the 1954-1957 expansion, it is also evi- 
dent in the 1958 recovery. Outside farm and factory 
employment, jobs rose about 500,000 between April and 
October. At 35.3 million in October, nonmanufacturing 
jobs were only 300,000 below their 1957 peak (see chart). 
By October, jobs in government, services, and finance 
were already higher than at their prerecession peaks in 
1957, offsetting some of the lag in farm and factory jobs. 


Rosert H. Persons 
Division of Business Analysis 


BUSINESS RECORD 


Three December ~ © Board Publications 


The Alcoholic Worker 


“Why should The Conference Board concern itself with 


the subject of the problem drinker? ... A majority [of 
people] now regard alcoholism as an illness . . . that can 
and should be treated. ... Only a few companies to date 


have announced a policy with respect to offering help, 
medical or other, to employees with drinking problems; 
but the matter appears to be . . . getting increased atten- 
tion. As the concept of alcoholism as an illness gains 
further acceptance . . . alcoholic employees [may] be 
offered help as a matter of course.” 

—Excerpts from the Foreword 


Clerical Salaries in 18 Cities 


“With this 1958 clerical salary survey, The Conference Board 
marks fifteen years of collecting salary data in a group of major 
American cities. The survey originated as a spot check of clerical 
salaries .. . during World War Il. At that time, the survey was 
conducted quarterly. ... Later the survey appeared as a semi- 
annual feature in the Management Record and in various Studies 
in Personnel Policy. Since 1950... the study has-been made 
annually.” —Excerpts from the Foreword 


Management Record 


Executive “Extras’—The use of a company-owned car and chauffeur, paid memberships in 
exclusive country and dining clubs, free legal advice, and extra vacation time are some of 
the special emoluments that often go into a company’s top-level compensation package. 
This article reports on these special fringes in forty pilot-study companies. 


The 1958 Wage Negotiations—This analysis of 444 wage settlements, verified over the last 
eleven and a half months by The Conference Board, compares the average wage increase 
in manufacturing with that granted in 1957. The manufacturing worker not only did better in 
the earlier year, but his increase was less this year than the raise granted the worker in 
nonmanufacturing. Fringe benefits are reviewed for both groups. 


Contracts for Americans Working Abroad—ls an employment contract, which binds the worker 
to a company for a stipulated period, helpful to the firm that sends employees on assignments 
in foreign lands? Or is it useless to try to hold an employee if he is dissatisfied with his overseas 
job? This survey of eighteen companies long established in the foreign-operations field 
reports on their practices concerning employment contracts and other less binding documents. 


Will Price Index Stability Last?—This analysis of the role of the food component in determining 
the future course of consumer prices throws some light on what may be expected in the 


months ahead. 
New Salary Test for Overtime Pay Exemptions—Revisions in the Fair Labor Standards Act for 


overtime pay exemptions for executive, administrative and professional employees will 
go into effect on February 2, 1959. The new salary tests are reported here. 


AUSIBAIUF) DIJWA/OD) JYVH 


(AySsOAIUP) UOJO2UIIG) YAISIT 


rn 


(‘ussy °SUJ 87) AYVAL.O “f SAWVE OOM ° (JOIN) HONYESNIVS “A NILYVW (40}OWZ P4104) SONIHDLIH “d JOYOID (®/F4OOD % 424204d) LHOWMA NOSTIM 


(snoweyy ep Wog AP) SIA “L Vul (ee4yspoig 2 UNG) IDYOIO “A NIMGI 


(AusveAlul) |!D°W) LHOIM GYOD2W GIAVG (Ayiss2A1uf) 2/24) NOXWS NN31D “O 


